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INTERNATIONAL AFFAIRS 


DIRECT COOPERATION BETWEEN CEMA ENTERPRISES INSTITUTED 
Warsaw TRYBUNA LID! in Polish 26 Oct 84 p 4 
[Article by Krzysztof Krauss: "Direct Cooperation Between Enterprises"] 


[Text] Dozens of Polish enterprises take part in direct cooperation with 
their counterpart economic organizations (enterprises, associations, 
trusts, plants) in the other socialist countries, above ail in the Soviet 
Union, but also in Bulgaria, Czechoslovakia, the GDR and Hungary. This is 
not yet a very large group. 


First of all, this is a movement that was initiated barely a few months ago. 
Second, it is still only a small percentage of enterprises that takes part 
in economic exchange abroad on a large scale. According to the estimate 

of the Planning Commission, our presence in the market of socialist coun- 
tries is determined by about 160 enterprises, whose production insures 
about 65 percent of foreign currency income from this area of payments. 
Third, at this time over a dozen more enterprises are already preparing to 
sign agreements with their counterparts in the countries of our closest and 
farthest neighbors. 


Starting Point: National Specialization 


The rebuilding of Poland's position in the socialist community, its renewed 
active inclusion in the processes of socialist integration and thus the 
fundamental reorientation of our economic ties with foreign countries ,com- 
prise one of the basic propositions of the currently implemented 3-year plan. 
A similar proposition accompanies the work on variants of the National 
Socioeconomic Plan for 1986-90 and the guiding principle of socioeconomic 
policy until 1995. 


Let us recall, for instance, some points of the long-term program of cooper- 
ation with the USSR. In this program, signed in May of this year by leaders 
of both countries, it is stated, among other things, that in exchange for 
supplies of Soviet raw materials (chiefly oil, gas and iron ore), certain 
types of machinery and equipment, especially those included in the embargo 
of imports from the West, the Polish side obligated itself to develop, for 
the needs of its Soviet partner as well, such areas of specialized produc- 
tion as the shipbuilding industry, supply trains, construction machinery, 





flight equipment, machinery for light industry and the food industry, agri- 
cultural and mining machinery, products of the electrical engineering 
industry, computational technology equipment, means of communication and 
others. Also defined were the areas and directions of cooperation in metal- 
lurgy, in the chemical industry, food economy and transportation, cooperation 
in the development of an energy and raw material base, and among these, basic 
ventures connected with the building of gas mains. 


The Way "Down" 


Economic reform fundamentally changes the principles on which cooperation 
with foreign countries is supposed to be based. In the guidelines approved 
by the Ninth Congress in this matter, it was stressed that the central 
governement will define the general line of development of international 
specialization, the scope and degree of utilization and granting of foreign 
credits, and assure, through an appropriate treaty policy, the best possible 
conditions for access to foreign markets, raw materials and agricultural 
products, technology, and credits. But enterprises will be gaining increas- 
ingly broader independence when it comes to using the possibilities created 
in this way. 


A course of action for increasingly broader independence of enterprises 
within the framework of a uniform state policy for foreign trade is not, 
however, exclusively a feature of the reform implemented in our country. 
The Hungarians embarked on this path considerably earlier, and numerous 
elements for increasing the independence of enterprises of their organiza- 
tion in this area are contained in the new systemic changes in Bulgaria, 
Czechoslovakia, the USSR, etc. One can say that in the entire socialist 
community there is a growing realization that the intensification of inte- 
grating processes and international cooperation demands active involvement 
in these activities by the producers themselves, the stimulation of ini- 
tiative on their part. 


The Disclosure of New Possiblilties 


The agreements about direct cooperation of plants with similar interests and 
character in different socialist countries are a specific and at the same 
time prospective form of development of independent initiative by enter- 
prises serving to bring the integrating ties closer. For instance, the 
inspiration for this kind of initiative in Poland came from the recommen- 
dation of the Secretariat of the PZPR Central Committee of December 1982; in 
the Soviet Union, a corresponding agreement by the Council of Ministers was 
passed in June of this year. 


Direct cooperation should further the appearance and initiation of new possi- 
bilities of development of economic ties among the countries of the socialist 
community. This especially concerns the development of new areas of special- 
ization and cooperation, encompassing not only the exchange of finished 

final products but also specialized cooperative efforts of a technological 
character, which have been relatively weak in development so far but very 
important economically. 




















In recent years, for instance, Poland and Bulgaria have brought in many 
identical machines and pieces of equipment for the textile industry from 
Western producers. None of the socialist countries has a surplus of for- 
eign exchange currency; besides this, for well-known political reasons, 
numerous difficulties have arisen with imports from the West. But machines 
and equipment require periodic repair, spare parts, etc. 


A survey of storeroom supplies initiated by Polish and Bulgarian enterprises 
taking part in direct cooperation has already saved both partners foreign 
exchange expenses since it turned out that the “deficits” and “surpluses” 
of parts imported earlier are not always covered in both countries, and 
out of this arose the possibility of their mutual exchange. 


This is, however, a short-term, improvised solution. In the future, and 
sometimes even now, in the fact of purchasing difficulties they will have 
to initiate their own production. In order to avoid excessive costs con- 
nected with this, the Polish and Bulgarian cooperating enterprises intend 
to come to an agreement, first, on which parts the production of which is 
truly indispensable, and second, on how to divide between themselves the 
assortment of parts whose production should be undertaken with the thought 
of extending the series to meet the needs of users in Poland, Bulgaria and 
other nations of CEMA. Then the cost of “anti-import™ production would 
be accordingly lower, and the chance to keep to quality requirements would 
be greater. 


Considerably more numerous are similar possibilities and economically based 
reasons to establish direct cooperation relating to repair and tool ser- 
vice, discharging from time to time the so-called bottlenecks which become 
apparent, after all, only at the plant level of administration. 


The Organika-Foton photochemical plant in Bydgoszcz feels, for example, 

a shortage of barium sulphate solution. Similar plants in Leningrad, named 
"Positiv,” do not have any problems with it; however, they are not in a 
position to develop the production of photographic paper on this basis on 

a scale to meet demand. So they come to an agreement with each other, and 
the effect of the agreement is help from the Leningrad factory for the plants 
in Bydgoszcz in solving the problem of supply in exchange for supplies of 
appropriate consignments of ready paper to the USSR. 


Plock Petrochemical had foreseen the need for modernization of pyrolithic 
stoves in its plans. Instead of devising everything from the beginning, 
they took advantage of the fact that in the Polimir Production Association 
in Novopolotsk (USSR), with whom it had negotiated an agreement about 
direct cooperation, a modern method of two-step cooling in these stoves had 
already been implemented, and they took advantage of the ready models. The 
Soviet Polimir, on the other hand, was aiming at the eliminatics of labor- 
ious hand work in measuring out the additives used in the production of 
polyethylene. Plock has solved this problem (they use automated measure- 
ments) and this is a model which the plants of the Soviet Polimir will in 
turn make use of. 

















Not Only Export and Import 


Interplant agreements for direct cooperation encompass, however, a consider- 
ably wider sphere of problems than the development of mutual cooperation an 
and specialization of production, help in accident situations, the expansion 
of markets and supplies. More and more often they are also providing the 
opportunity for mutual services, which are highly valued by the plants, in 
solving problems of ordinary life (vacation exchange, camp) and worker edu- 
cation (training and apprenticeship, wiich allow them to take a close look 
at systems of work organization in various countries, come in contact with 
new technology, etc.). A possibiiity which is taken advantage of more and 
more often is that through mutual cooperation one can also broaden one's 

’ search in the area of, for example, working out optimal pay systems, in- 
provement of norms and standards, intraplant economic settlement of accounts, 
etc. 


There is nothing ceremonial or bombastic in all this. The matters are 
concrete. Experiences, some of which are better (these encourage imita- 
tion), others worse (these are a warning signal not to repeat the mistakes 
on which someone was already burned), are concrete and subject to rigorous, 
fair verification. 


A natural extension of the initiatives connected with cooperation in pro- 
duction, economics and social/everyday living matters, etc., is the similar, 
direct cooperation of party, union, and youth organizations. Problems also 
come up here, after all, which are easier to solve when one gets acquainted 
with the experience of others. How, for instance, should the party fulfill 
its statutory obligations when it comes to the performance of its guiding, 
inspirational and supervisory role in the workers’ collective, in a work 
establishment? How does one calculate the party members who fulfill managing 
roles in the establishment? How should one assign party tasks, work with 
candidates, run political education, etc.? How, when talking about union 
organizations, does one find that critical point which allows for the 
authentic defense of workers’ interests and at the same time does not 

evade shared responsibility for results of management, the good fulfill- 
ment of work obligations? 


Although in these cases it is not direct economic gain that is the chief 
goal of cooperation, certain problems in this area are also solved “in 
passing.” Regulations connected with international economic cooperation are 
not yet always flexible enough, and the internal mechanisms regulating this 
cooperation do not always create incentives suitable to it. A great effort 
has already been made to regulate these problems to suit contemporary needs; 
it happens, however, that certain gaps and insinuations still remain. They 
can be found with us, too (at the nationwide council of cooperative enter- 
prises which convened in September of this year much criticism was elicited, 
for example, by the excessive rigidity of customs regulations), and can also 
be found in other countries of CEMA. Naturally, one must strive to complete 
the process of arranging these matters as quickly as possible, but it does 
require time. 





It is easier to manage in situations where there is an element of human good- 
will, simply of comradery. Personal contacts between work crews foster the 
emergence of a friendly atmosphere which makes it easier to find solutions 
even where not everything has yet been formally regulated as it ought to be 
(in a formal sense). This also is and ought to be an agent to hasten the 
ripening of new forms and planes of integration, no longer only at the 
“summits” of national economies, but in the everyday functioning of the 

basic cells of every national economy, which are the enterprises. These take 
advantage of increasingly greater independence, taking upon themselves an 
ever greater portion of responsibility for the social effects of sanagement. 
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GERMAN DEMOCRATIC REPUBLIC 


USS2/GDR JOINT COMMISSION EVALUATES MACHINE TOOL COOPERATION 

Solutions for Automated Construction 
East Berlin NEVES DEUTSCHLAND in German 12 Dec 84 pp 1,2 
[Article by General German News Service ADN] 


[Text] The 35th session of the Joint Commission for USSR/GDR Economic 

and Scientific-Technical Cooperation continved on Tuesday. The second 

day was taken up by discussions about the current status of the implementation 
of governmental agreements and ministerial understandings as well as by 
working groups of experts. The discussions related primarily to the long- 
term cooperation program up to the year 2,000, which both countries signed 
in October. The chairmen of the two parties of the Commission, i.e., 
Gerhard Schuerer, Politburo candidate of the SED Central Committee, deputy 
chairman of the Council of Ministers and chairman of the GDR State Planning 
Commission, and Aleksey Antonov, member of the Soviet Communist Party and — 
deputy chairman of the USSR Council of Ministers, visited the main plant 

of the Kombinat Umformrechnik [modernization technology combine] “Herbert 
Warnke” Erfurt, the VEB Mikroelektronik [micrcelectronics] Erfurt and the 
Werkzeugmaschinenfabrik [machine tool factory) Plauen. 


In the Kombinat Umformtechnik, which ships over 75 percent of its exports 
to the USSR, they learned about efficient production methods for the 
manufacture of presses. They were particularly interested in the use of 
microelectronics and robotics. They also familiarized themselves with 
construction and technological planning automation. Director General Kurt 
Weichold stated that, for the combine, cooperation with the ISSR has been 
a long tradition. Currently, the collective is manufacturing six press 
production lines for the Moskvich automobile factory. Another large order, 
signed in 1984, provides for the delivery of 22 complete production lines 
to the Rostov agricultural machinery factory Rostselmash. The competition 
commitments of the 19,000 workers--5,000 of them in the main plant in Erfurt-- 
are aimed at ensuring, by far-reaching intensification, a large improvement 
of their performance and productivity in preparation of the llth SED Party 
Convention, he said. 


In May, the collective is planning to issue a first interim report on the 
occasion of the 40th anniversary of victory over Hitler fascism and the 


liberation of the German people from fascisn. 














Aleksey Antonov praised the combine'’s contributions to modernizing the 
Soviet automobile and tractor industry. Computer-supported, highly 
efficient production equipment and presses from the GDK are assisting 
with manufacturing new vehicles in the USSR. He thanked the vorkers f 
the combine for their good work. 


Gerhard Schuerer called the overall expansion of cooperation with the USSR 
a basic prerequisite for continued stable and dynamic economic development 
in the GDR. He mentioned, as an example of fruitful integration relations, 
the long-tcisw coordinated development of new modernization technologies. 


Afterwards, the two chairmen of the USSR/GDR Commission visited the VEB 
Mikroelektroaik Erfurt. Director General Dr Heinz Wedler reported that 
the plant met the targets specified in a cooperation agreement on micro- 
electronics. He said that, as a result of joint research, the development 
of modern basic technologies, new building elements and microprocessors 

as well as the production of special equipment and materials for the 
microelectronic industry were progressing well. Gerhard Schuerer referred 
to the task, reaffirmed by the 9th session of the SED Central Committee, 
to continue efforts to accelerate the development, production and application 
of microelectronics in the GDR economy. Increasingly closer cooperation 
with the USSR was providing a good basis, he noted. 


Aleksey Antonov that microelectronics was responsible for far-reaching 
modernization of all economic sectors in the CEMA countries, which resulted 
in product and process innovations. For that reason, the joint efforts 

must continue to be aimed at boosting the size of microelectronic production, 
at reaching a higher level of integration, at expanding the range of products, 
and at attaining an even more advanced technological level. 


Workers in the factory told Gerhard Schuerer and Aleksey Antonov how they 
met their competition targets to raise production and develop scientific- 
technical solutions. As a result of the 9th session of the SED Central 
Committee,--electronics specialist Sylvia Nowacki, FDJ secretary of the 
plant, said--six youth brigades and two youth research collectives as well 
as the other workers will now be undertaking new tasks. 


In the afternoon, Gerhard Schuerer and Aleksey Antonov visited Werkzeug- 
maschinenfabrik Plauen. Plant director Erhard Weck reported on the status 
of planning and preparations for the delivery of automated transfer lines 
for the Soviet sewing machine industry. The shipment of equipment to the 
sewing machine plant Podolsk, which is being modernized and expanded with 
GDR machines, is expected to start in 1985, he said. 


For decades, the USSR has been the largest foreign customer of the Plauen 
factory. So far, the USSR has received more than 70 automatic production 
lines for electromotor casings and other production jobs, especially for the 
production of agricultural machinery, motor vehicles and tractors: This 
year, a powerful processing installation for injection pump casings was 
supplied. 

















Factories Further Evaluated 
East berlin NEVES DEUTSCHLAND in German 13 Dec 84 pp 1,2 
[Article by General German News Service ADN] 


[Text] During the third day of the discussions held by the Joint Commission 
for USSR/GDR Economic and Scientific-Technical Cooperation, the chairmen 

of the Commission visited some more factories in the Karl-Marx-Stadt 
district. In the main company of the Werkzeugmaschinenkombinat [machine. 
tool combine] "Fritz Heckert”, Gerhard Schuerer, Politburo candidate of ~ 
the SED Central Committee an® deputy chairman of the Council of Ministers, 
and Aleksey Antonov, member of the Soviet Communist Party and deputy 
chairman of the USSR Council of Ministers, familiarized themselves with 
some highly productive processing centers, production units and flexible 
machine systems. 


The combine exports about half of its production to the USSR. Since its 
establishment, the GDR expanded its shipments to the USSR 55-fold. Cooperation 
in research, development and production is also being strengthened. 


Director General Dr Rudi Winter reported on cooperation with Soviet partners. 
For instance, he said, experts of the GDR combine and the Association for 
Heavy Machine Tools Ivanovo have worked together to develop an automatic 
boring mill. At present, the machine tool builders in both countries are 
focusing on the development of computer-supported flexible production units 
for processing prismatic pieces. The cooperation has brought about a 

high degree of modernization, he noted. Eighty percent of all cutting 
machine tools manufactured by the Heckert plant are equipped with electronic 
controls. 


During a factory tour, Gerharaé Schuerer and Aleksey Antonov praised the 
efforts of the worlers to design and build machines that are highly productive 
and that incorporate advanced automation technologies. 


Aleksey Antonov had words of praise for the high scientific-technical level 
the plant has attained in terms of its products and its manufacturing 
technologies. Both, he said, are critical for tho supply of the CEMA 
countries with globally competitive machine construction products. 


Gerhard Schuerer underlined the responsibility of machine manufacturers 
for working on important rationalization and automation projects in the 
GDR and the other socialst countries. With products that increasingly are 
microelectronically controlled, they are making an important contribution 
to more intensified economic efforts in those countries. At the same time, 
their exports are contributing significantly to the long-term supply of the 
GDR with raw materials and fuels, machinery and oquipment from the USSR. 


Afterwards, tne chairsen visited a training and demonstration center, jointly. 
set up by the Textima combine and the “arl-Marx-Stadt Technical University. 





Its purpose is to train workers, customers and students in the most advanced 
weaving and knitting machines. Karl-Heinz Rave, first deputy of the 

Textima combine's director general, explained the newly developed Liropol 
weaving technique which permits double-faced terry cloth weaving for towels, 
swim wear and leisure clothing. For years, plants of the combine have shipped 
more than half of their exports to the USSR. 


Later during the day, Gerhard Schuerer and Aleksey Antonov talked with 
workers of the VEB Numerik "Karl Marx" about cooperation in designing, 
producing and applying numerical controls. The Kombinat Automatisierungs- 
aniagenbau [automation equipment construction combine] has produced between 
1981 and 1984 some 3,500 controls for GDR machine tools that were exported 
to the USSR. In the future,--plant director Dr Siegfried Zugehoer indicated-- 
the plant will also export control mechanisms directly. Such control devices 
are currently tested in Soviet factories. He also mentioned efforts to 
guarantee good service for the control technologies it has supplied. In 
line with that, the plant has expanded its Moscow spare-parts warehouse 
considerably. 


The members of the Commission were also shown robots, one of which is presently 
operated by the new IRS 701 control in a stress test. Gerhard Schuerer 

and Aleksey Antonov emphasized in their conversations with the workers the 
crucial role of modern and reliable control technologies for the global 
competitiveness of new machines and installations. Therefore, great efforts 
continue to be necessary. It is now a matter of strengthening USSR/GDR 
cooperation to reach that goal. 


The chairmen of the Commission's two parties then visited the VEB 
Waescheunion [linen factory] Mittweida. Here, they were particularly 
interested in a highly efficient automatic weaving machine that had been 
jointly developed by experts of the Kombinat Textima Karl-Marx-Stadt and 

the textile machinery factory Klimovsk. The new technology was simultaneously 
tested in Mittweida and in the cotton combine Kalinin. A pilot plant has 
been set up this year in Mittweida. Factory director Karl-Heinz Hilbert 
explained how the new technology has made it possible to significantly 
increase productivity over that of the present weaving techniques. While 
weaving by conventional weaving machines is done in a discontinuous way 
because the weaving phases are consecutive, the new automatic machines permit 
simultaneous weaving phases. 


Gerhard Schuerer and Aleksey Antonov thanked the workers for the good results 
achieved in testing the machines. They reminded them that the new technology 
had been developed on the basis of an agreement worked out within the 
framework of the Joint Commission. 


7821 
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GERMAN DEMOCRATIC REPUBLIC 


ERFURT BEZIRK REPORTS 10,000 TEMPORARILY UNEMPLOYED 
Erfurt DAS VOLK in German 29 Oct 84 p 3 


{Interview by Wolfgang Liebenlaub, DAS VOLK, with Dr Ronald Doehler, 
director, Office of Labor and Wages, Bezirk Council] 


[Text] [Question] Fvery district has a labor office. What exactly are its 
functions? 


[Answer] Quite generally, labor offices are responsible for the effective 
employment of the nation's workforce, for manpower planning, but particularly 
for counseling our citizens on job-related matters. The employees in 

these offices provide relevant details and information, including on 

legal matters. Beyond that, they assist citizens who would like to change 
jobs or are looking for another job. 


[Question] What response do these labor offices get from the citizens? 


[Answer] In the past, some 25,000 citizens per year have called on these 
offices in the Erfurt district. During the first half of 1984, exactly 
13,613 persons visited our offices; of them, almost 10,000 came to ask 
for help in finding a new job. 


[Question] What kind of assistance can the office provide in those 
instances? 


[Answer] First of all, we are there to guarantee to each citizen his 
constitutional right to work. We have pedagogically and psychologically 
well-trained people in our labor offices for that. They know at all 

times the details of all available jobs in their territory and can also 
provide exact information on the type of work, earnings or qualification 
requirements for each job opening. Nowhere else does an applicant conditions 
that are as favorable as these. 


[Question] Still, many citizens are trying to find a job by themselves 
or in response to an ad. Is this because they suspect the labor offices of 
putting them only in those jobs that are most important to the economy? 


10 








[Answer] That's a completely wrong assumption. As a matter of principle, 
we are offering all available jobs. The labor offices have, of course, 
also a manpower-channeling function; nevertheless, we are trying to find 
in every single case a reasonable compromise. Of course--just to give 

an example--, it is difficult for us to find a job for a librarian ir a 
small town if they have only one small library there and if all positions 
are already filled. 


[Question] How good, in general, are the prospects of finding a job 
through the labor office? 


[Answer] In purely arithmetical terms, we have at the moment 1.7 jobs for 
each applicant. And--this should be mentioned as well--our employees 

are making efforts to find a new job for each applicant within two weeks. 
After all, whenever a skilled worker hanges jobs, it means a loss of 
about M 20,000 to the economy. Hence, we aren't very happy if half of 

all people coming to us have already left their old job. They should 

come here before giving notice to their employers; in most instances, 
it's much easier to work out something then. 


[Question] Fluctuations of the workforce in the district have declined 
over the past five years from about 8 to 5 percent. Does this mean 
there will no longer be a need for the work of the labor office in the 
foreseeable future? 


[Answer] Certainly not. But the functions are changing. There will be 
more counseling, especially of business. After all, in the next couple 

of years, more and more enterprises in certain sectors will have to 

get along with fewer workers: that's going to be at least 4,500 workers 

in our district this year. Of course, people who are losing their jobs 
because of rationalization and automation will not be out of work. They'll 
be needed somewhere else: in the production of consumer goods, in the 
manufacture of rationalization machinery, working in shifts, usually in 
their old company. 


To get a better handle on these things, the labor offices will have to 
concentrate more on long-term trends in the future in order to plan 

and provide for the employment of our workers with greater circumspection 
and effectiveness. 


7821 
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GERMAN DEMOCRATIC REPUBLIC 


NEUBRANDENBURG BEZIRK REPORTS INDUSTRIAL, AGRICULTURAL STATUS 
Neubrandenburg FREIE ERDE in German 10 Oct 8& p 2 


[Text] Neubrandenburg--Outstanding work has been done in 
Neubrandenburg Bezirk in the socialist competition in honor 
of the 35th anniversary of the GDR, In September, the plans 
for the main deisgnators were fulfilled or exceeded and the 
planning lead was further improved, 


The enterprises of the industrial ministries realized 103.4 percent of the 
planned net production, increasing it to 112.6 percent of the previous year's 
level, More than two-thirds of the enterprises exceeded the planned net pro- 
duction by at least 1.5 percent, 


The planned labor productivity on this net-production basis was fulfilled with 
103.3 percent and increased by 10,1 percent over the previous year, In the 
case of net profits, the enterprises attained a plan fulfillment of 111.5 per- 
cent, 


The overall output of finished products for the population by the workers of 
all areas exceeded the plan by M45,4 million, 


Through the end of September, the production of industrial goods by the enter- 
prises of all areas was fulfilled with 102.8 percent, It increased by 4,8 

percent relative to the same period of the previous year, including 5,1 percent 
in the enterprises of the industrial ministries, The production of industrial 


goods with the quality mark Q was exceeded by 5,9 percent by the enterprises of 
all areas, 


The self-production of rationalization means increased in the reporting period 
to 112.7 percent of the level of the previous year, 


The state enterprises of the Ministry for Construction Industry carried out 
109.2 percent of planned net production and increased it by 13.5 percent over 
the previous year, Labor productivity (based on net production) was fulfilled 
with 110 percent, The increase amounts to 14 percent relative to the previous 
year with simultaneous cost reductions, 


These enterprises met planned construction output with 101.5 percent and thus 
increased the lead over the plan to M8,9 million, Construction output increased 


by 5.2 percent over the previous year, 
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The plans in housing and social construction as a whole were exceeded, Through 
the 4,947 residences newly constructed and modernized since the beginning of 
the year, the living conditions improved for about 14,850 citizens. Of the 
443 owner-occupied houses turned over, 297 were built in rural areas, 


Since the beginning of the year, the builders have turned over, among other 
things, 198 places in children’s nurseries, 918 kindergarten places, 52 class- 
rooms and 6 school gymnasiums. 


The plannea construction repairs to residential buildings were fulfilled with 
104.2 percent, increasing to 110 percent of the level of the previous year, 
They thus increased more rapidly than construction output as a whole, Through 
the end of September, the cooperative farmers and workers in agriculture as well 
as numerous small producers made available 141,500 tons of slaughter cattle, 
448,700 tons of milk and 226.3 million eggs for supplying the population and 
the manufacturing industry, In the case of cattle and swine, the stocks of 
animals in the agricultural enterprises increased relative to the previous year 
through improved results in livestock raising 


The enterprises of the Ministry for Agriculture, Forestry and Foodstuffs ful- 
filled the state plan requirements for the production of industrial goods with 
105.6 percent, Transportation essentially fulfilled the transport requirements, 


Through the end of September in retail trade enterprises, a total of M54,3 
million in goods were sold above the plan, That corresponds to an increase of 


4.6 percent over the previous year, As a whole, the planned work in textile 
cleaning was overfulfilled, 
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GERMAN DEMOCRATIC REPUBLIC 


CHEMICAL PROCESSING PLANT LICENSES GRANTED TO. ~ *' FRG 
East Berlin NEVES DEUTSCHLAND in German 22 Nov 84 p 2 


[Text] A “package of documents” was recently sent by air from Berlin-Schoene- 
feld to Tokyo, The sender was the Leipzig-Grimma Chemical Plant Construction 
Combine and the recipient was the Toyo Engineering Corporation, The combine in 
Leipzig-Grimma, which is one of the most renowned companies in the construction 
of facilities for the thermal exchange of matter, has entered into a license 
agreement with this Japanese concern, The contract foresees the release to the 
Japanese customer of the documentation for a new technology in this area, Thus 
the number of firms that have co far acquired GDR licenses for the construction 
of chemical plants has increased to 70, About 250 production capacities have 
already been erected by customers in 24 countries on the basis of process engi- 
neering developments of the GDR combine. Immaterial performance--the purchase 
and sale of technological know-how, product documentation, project solutions 
and work to train key specialists--has become an important item in foreign 
trade balances worldwide, 


At the 1984 fall fair in Leipzig, the chemical plant builders presented to the 
public their newly developed special-vacuum-column with Pyrapak, for which a 
license has now been granted to the Japanese company, In this case, it involves 
a masterpiece of GDR researchers, a high-performance column package that permits 
an economically much more favorable destillation and separation of compound 
mixtures with lower energy consumption, because fewer of the materials-intensive 
column bases have to be built in, With this technology, it is possible, among 
other things, to obtain the purest styrene, "Such column installations for 
complicated chemical separation processes were already the subject of four 
license agreements with enterprises of the FRG, France, Japan and the United 
States,” said Dr Wolfgang Lahr, responsible in the combine for license activity, 


A main effort in the combine’s granting of licenses involves computer programs 
for the structural analysis of equipment for chemical process engineering, 

Such programs, which are designed in the combine enterprise Komplette Chemiean- 
lagen Dresden, are used by the companies Hoechst and BASF in the FRG, the enter- 
prises Chemipik Bratislava and Chemoprojekt Prag, or the VOEST-Alpine AG and the 
firm Waagner-Biro AG in Austria, With the purchase of tanks and tank systems, 
installations for destilling petroleum, and special systems in anorganic and 
organic chemistry, VOEST-Alpine AG is, even beyond its licensing, among the 
combines most important business partners outside of the socialist economic 
area, 
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Also in demand internationilly are licenses for computer programs for the 
planning of pipelines, They found the interest of enterprises in the USSR, 
the and Hungary, for example, 


"To an increasing degree, we also grant licenses for the rationalization means 
developed in the combine,” added Dr Lahr, An example of this is the highly 
automated assembly and welding installation for the production of columns and 
contai ners established in the combine enterprise Cermania Karl-Marx-Stadt, 
After a corresponding contract was finalized in September with a producer of 
chemical apparatus in the CSSR, seven companies from six countries--from Japan 
ani the FRG, among others--have acquired the licenses, 


Besides the main enterprise Leipzig-Grimma and the enterprises Germania Karl- 
Marx-Stadt and Komplette Chemieanlagen Dresden, the combine enterprises in 
Fuerstenwalde and Rudisleben are also successful in the licensing business, 

The chemical plant construction combine occupies, at a record level in this 
field, a leading position in the ministry area, thanks to its performance in the 
development of products and processes, 
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GERMAN DEMOCRATIC REPUBLIC 


FDGB CITES VIOLATION OF RETURNING RESERVIST’S JOB SECURITY 
East Berlin TRIBUENE in German 30 Nov 8&4 p 5 
[Article by Bettina Herzog: "Unsuccessful Reception at the Plant” ] 


[Text] It was not so long ago that we took up the regulation of the promotion 
ordinance in connection with belonging to an enterprise, Ralph E, is another of 
the young men who have performed their duty of honor, Just a few weeks ago, on 
25 October 1984, he took off the uniform of our National People’s Army and 
reported back to his enterprise in Berlin, From the lines that he wrote, we can 
infer that he was looking forward to performing the tasks of his job, But the 
reception at the plant was far from what Ralph E, had expected, 


Before we examine that more closely, we want to let him triefly describe his 
background, At the plant, he learned the occupation of vehicle mechanic, After 
his apprenticeship, he worked 3 years as a specialist in this occupation, Then, 
in 1981, because of a manpower shortage, colleague E, was assigned to work as 
an automotive metalworker in the metalworking area, In this connection, he 
writes: “That was in line with my wishes and with the long-term prospects in 
the occupation, For this purpose, I completed a course of study to obtain a 
welder's certificate,” 


Until his indiction in 1983, he performed the job duties of an automotive metal- 
worker, (We assume--and no other conclusion can be drawn from what the young 
colleague writes--that there were agreements to this effect in the employment 
contract.) 


"I was then informed by my workshop that I cannot resume the work performed 
prior to basic military service, because my job has since been filled, It was 
proposed that I work as a mechanic, which could possibly have meant financial 
losses for me, I had always thought that no occupational disadvantages should 
result for me through having completed active military service, Do I really 
have to agree to the amended contract that was presented to me? That is what 
Ralph E, now wants to know, 


Let us first approach the matter from what the Induction Regulation of 25 March 
1982 says in Paragraph 22: “The industrial law or duty relations of persons 
liable to military service are suspended for a time during basic military ser- 
vice or during their active military service," That concerns the fulfillment of 
the agreed work assignment and all related questions such as remuneration, for 
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example, Clear consequences in labor law, then, not only for the employes but 
also for the enterprise, Once the colleague has performed his military service, 
the enterprise can offer him neither a transition agreement nor a termination 
contract, no matter what sort of complicated situation the enterprise is facing, 
A notice of termination within the prescribed period is also not allowed (Sec- 
tion 58, Labor Code), 


And what about a change in the contractually determined duties of the employee 
in the enterprise? We do not want to dispute the fact that the enterprise must, 
of course, also take care to fulfill its economic obligations during the time 
in which the colleague is performing his military service. In addition, however, 
the enterprise must find a legally well-founded solution, Thus it was only fair 
that during his service time Ralph E. could take for granted: my old job is 
secure for me, A quite normal claim that does justice, mind you, to the social 
importance of their duty of honor, We also want to support that with the cor- 
responding l]~gal regulation, Paragraph 3 of the Promotion Ordinance says 
clearly: “In the continuation or initiation of their work after being dis- 
charged from active military service, citizens should experience no disadvantage 
in the enterprises in an occupational and material respect or in regard to moral 
recognition relative to other workers with the same or comparable work, 


Ralph E.'s enterprise confronted him with a fait accompli, But even necessary 
changes in the legal employment relations are only possible when the enterprise 
employee can personally bring his influence to bear, So far, colleague E, has 
not been able to do that, Thus the enterprise still has a responsibility, for 
the offer of an amended contract obviously seems to be the most favorable solu- 
tion for it alone, Or? We considered it advisable that public and labor-union 
management sit down at the same table with Ralph E, as soon as possible and again 
make a thorough search for the right course, 
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FALUVEGI ON ECONOMIC MANAGEM®YT FFFICIFPNCY PLANS 
Budapest KOZGAZDASAGI SZEMLE in Hungarian No 9, Sep 84 pp 1025-1040 


{Article by Lajos Faluvegi, Deputy Premier and Chairman of the National 
Planning Office: “Economic Efficiency-Macroeconomic Management"; based on 
a lecture delivered 6 Jun 84 at the 23rd Economists’ Conference at Pecs; 
passages enclosed in slantlines are printed in italics] 


[Text] The expectations of prosperity are increasingly strengthened, and as a 
result. the main suvestion facing more and more governments is how conditions 

for a more vigorous economic growth could be created. In the advanced capitalist 
countries, economists are primarily concerned with how it would be possible to 
expand and make more permanent the upswing which began sporadically in 1983; 

and in developing countries, how they might recover from the recession and bridge 
their serious payments problems. The socialist countries would like to 
accelerate their economic development and to synchronize it with the requirements 
of intensive development. 


Nowadays, the question which also occupies the attention of Hungarian economists 
is what the probability is and what the internal and external conditions are of 
an economic policy which will lay the foundations for more dynamic development. 


As an answer to this question, we have at our disposal as a starting point those 
lived experiences which we acquired during our accomodation to world economic 
changes. During the past two years we also had the energy to reconsider our 
strategic goals of a socioeconomic nature within the framework of long-term 
planning, its preconditions, the main trends of the developmental path and its 
alternatives. Our further points of reference are those conclusions which we 
drew for the more immediate circumstances of our economy's development and with 
regard to its desirable and possible trends from the just concluded first phase 
of the development of the 7th S-year national economic plan. The position 
adopted by the Central Committee in April provides direction of decisive 
importance regarding the tasks for improving macroeconomic management and also 
with regard to the matter of the social demands relating to development. 


If we look back on the past years, we may conclude that our efforts to solidify 
the foreign economic balance and to preserve our international payment capacity 
were successful. These prove that the general direction of the economic policy 
pursued since 1979 was correct--despite the initial doubts and uncertainties-- 
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and provided the basis for later development. Of course, in the meun*ine we 
also saw that dangerous disadvantages stemmed from the necessarily continuous 
and rather considerable moderation of domestic consumption and from the reduc- 
tion of the proportion of accumulation. Consequently, now four economic policy 
is again faced with a change in emphasis/. The i«siresfor these changes are 
strengthened by those legitimate socialexoectsations aimed at moderating the 
tensions which have appeared in the social services, in the wage ratios of 
certain trades and occupations, and in the effects of the accelerated increases 
in retail prices during the past few years. 


In the past few years we have succeeded in accomplishing our most important 
economic policy goals. Among these, one of the most worthwhile was the 
gradual reduction of the nearly 60 billion forint import surplus incurred in 
1978 despite the deteriorating exchange ratio, which by this year could already 
change over to a significant export surplus. But we must not lose sight of the 
fact that in the meantime, efficiency has not improved to a suitable extunt, 
and structured transformations only progressed slowly. But in setting our 
tasks, we had emphasized at every opportunity that the decrease in domestic 
consumption and the forced change in its ratios are time-dependent factors in 
the reinstitution of equilibrium. The primary conditions for our further 
advancement are that we utilize the production factors far more efficiently 
and that we develop a flexible product composition which adjusts far better 

to market demands. These cannot change favorably from one day to the next. 

All this cautions us that social expectations per se--no matter how justified-- 
do not create the possibility for more dynamic development! 


Before long, we will only be able to fulfill our international obligations and 
improve our domestic supply if we change and modernize our economic assumptions. 
This is the precondition for the strengthening of the income-producing capability 
of the economy, and for the possibility of laying the foundations for a steadily 
accelerating growth. Consequently, /in the ensuing longer phase of economic 
policy goals we wish to give top priority to the acceleration of structural 
changes, thereby increasing efficiency, while, of course, also keeping in mind 
the strict requirement of the necessity of further reinforcing both foreign 
economic and domestic equilibrium./ The improvement of efficiency has been 

the centerpiece of our economic policy to date, but during past years we have 
had to subordinate this requirement many times to the pressing necessity of 
preserving our payment capabilities. In addition we did not truly confront 

the societal consequences of the structural change,of the greater differences 
and movements, and we did not always take responsibility for the attendant 
conflicts. 


/What are the chances of our implementing an economic policy which ensures 
development?/ It would be obvious that we would answer: in an economy as 
sensitive to foreign trade as ours, we could legitimately expect inducement 
for faster growth from the worldwide economic upswing. However, in those 
advanced capitalistic European countries with whom we have extensive economic 
relations, economic growth is increasing only to a smaller extent, and there 
are indications that even this will be temporary. Market competition is 
continuing to sharpen and this presents the Hungarian enterprises with 
increasingly stringent qualitative and modernizing requirements, while 
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intensifying price competition. The utilization of the opportunities arising 
from the upswing is also made more difficult for us by the fact that its 
carriers everywhere are those new products belonging to the forefront of 
technological progress whose percentage in our own production structure is 
relatively small. Of the developing countries, the Far Eastern countries will 
probably continue to be characterized by animated economic dynamism. However, 
the lack of a tradition of cooperation today still severely restricts the scope 
of our foreign trade opportunities there. Payments problems will probably 
continue to exist in a good many of the developing countries who have closer 
contacts with us. What follows from all this is that on the basis of inter- 
national predictions, there will not be a radical change in the conditions of 
world trade as it relates to us till the end of the decade; in a word, we must 
prepare for a tough struggle. 


Although our membership in the international financial organizations expanded 
our opportunities and we have gained favorable experiences, nevertheless it is 
only possible to obtain international credits under stringent conditions. Based 
on predictions regarding the international financial situation, we may rea‘is- 
tically expect that our possibilities for obtaining mid- and long-term loans 
will perceptibly increase and that the interest rates will significantly decline 
in the near future. Therefore, the continual reduction of our debt in the 
following years will continue to remain a vital necessity for us. 


An invaluable determining factor of our economic development is the cooperation 
with CEMA countries. Our efforts to expand our relations, discover opportunities 
and utilize them in a mutually advantageous way is meeting with the realization 
reinforced in the CEMA countries that the expansion and deepening of cooperation 
in all areas and the improvement of economic conditions are in the common 
interest of all. 


This was voiced at the recently concluded summit meeting of the CEMA countries 
where it was acknowledged that cooperation based on common interests must be 
further developed and its long-term orientation must be synchronized. The 
intensive type of development imposes greater demands on the economy of all 

the member countries. As a result, the role which CEMA fulfilled in the past 
longer phase of our animated development could again be strengthened in the long 
run. Today we still have to count on the fact that, although the pace of growth 
will pick up in several socialist countries, our energy and materials imports 
will hardly increase or not at all, while our exports will only be composed 

of those Hungarian products which are more valuable and modern for our partners. 


Considering all the external circumstances which could be expected we must draw the 
conclusion that although/the Hungarian economy cannot expect growth-inducing 
effects on a larger scale from external circumstances, they will nevertheless 
permit a greater latitude for our economic policy than that which exists today./ 
We may expand this scope of latitude to the extent that we will be able to engage 
into the worldwide trends embodying more accelerated economic development, 
especially with regard to the export structure and its modernity and quality. 


/The likelihood of development/ is strengthened by the fact that as a result of 
our efforts of the past years, we have achieved a positive balance of payments 
in the hard currency trade--even though foreign economic conditions deteriorated 
--and this made possible the reduction of our debt. In the years to come we must 
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further stabilize our scate of equilibrium, but for this it is no longer 

necessary to furthe: increase the degree of foreign trade assets at a similar 
pace. In this fashion, import possibilities become mre favorable: /imports 

may be expanded to the extent that we are able to increase exports--perhaps 

even a bit more./ Also the condition promtirs development is that the large- 
scale restrictions implemented on investments during the course of the past 

years may now already be <omewhat loosened, larger scale development of competitive 
production could then be gradually begun and the acquisition of modern technology 
could be expanded. The most important precondition for thic is the step-by- 

step improvement of the export capacity of the Hungarian economy. 


The only way we could utilize this cnportunity is by better quality domestic 
labor, greater enterprise output, and by increasing the income-producing 
capacity of our economy. ‘Parenthetically let me note that for this reason 
in the national economic planning work, we are now dealing much more with 
questions such as how much yield we are able to show where in relation to 
consumed resources.) If, from this perspective we are unable to gradually 
and decisively move forward, the Hungarian economy will unavoidably operate 
at an increasingly poorer efficiency. A loss of position in a world economic 
environment which is changing qualitatively and structurally will become a 
true danger, i.e., we will be left out of the current worldwide technical 
development and consequently the domestically dividable income will lessen. 
Therefore, we must now place Afficiency/ at the centerpoint of planning and 
the economy! ' 


To this end, we must first of all accelerate /technical development/; modern 
technology promoting the economical use of energy and materials, microelec- 
tronics, automation, robotics, and also biotechnology must be developed and 
widely utilized. In the long run, we must reach the point where specific 
energy use is reduced, and where production is increased in a significantly 
greater proportion as is materials use. Our ambition for the next planning 
phase is that at most, the 1% growth of the net national product should include 
an 0.4% energy use surplus. We wish to increase the proportion of secondary 
materials use within materials utilization as a whole in industry from the 
current approximately 4% to 7-8%; this would already represent more than 

40 billion forints worth of material. This is a well- founded ambition because 
--as a result of the programs and measures which have been worked out--in the 
past years the specific energy and material utilization in production significantly 
declined and the modernization of technologies was also begun. A further 
important requirement is the better accomodation of scientific research, and 
R&D activities in general to the needs of technical expansion, and for the 
quicker utilization of their results in production. 


Another key issue of the better utilization of the production factors is the 
relation between /work productivity/ and full employment. There are disputes 
in this field, but there can be no other starting premise than the fact that 
the standard of our industry's productivity is only approximately half of that 
of the Western Europeans. It is true that this is not equally valid for every 
sector, since there are sectors which are even more backward. The extent to 
which the productivity in several industrial sectors has fallen behind, even 
in the much criticized technical level, is especially thought-provoking. To 








increase our international competitiveness, work productivity must be increased 
to the extent that ifs pace in the production sectors, primarily in industry, 
exceed the growth rate of production. In the second half of the 1980s, the 4% 
production growth must be accompanied by a 6-78 improvement in productivity. 

I think we are agreed that this is possible to do; it is sufficient to refer 
only to the well-known deficiencies in production and work management. However, 
it is not possible tc establish the foundations for productivity approaching 
the international level by merely improving production and work management. 
Here it is alro a matter of primary importance that we improve the technical 
equipment of labor and modernize and more fully utilize the ey sting means. 


In the interests of increasing efficiency /tne production sechanism must be 
altered and more comprehensively modernized/. Here, room must be accorded 
alongside progress to building down and pruning. Nowadays in economic policy, 
national economic planning and the economic literature, we are searching for 
the key areas of selective economic development which correspond to our 
capabilities. An agreement has been reached in that if we want to accelerate 
the transformation of the production mechanism we must first of all modify 
product composition and we must place those technologies in the forefront that 
modernize the evisting facilities and emphasize smaller plants which improve 
the quality of ;roducts, manpower, materials and energy as well as the 
environment. Macroeconomic management must create a more favorable economic 
environment for this type of enterprise development concept and it must 
more vigorously stimulate it by economic means. 


In order to accelerate the structural transformation we must finally break 
through the barrier that /looms before the efforts aimed at curbing production 
which is unprofitable and of unfavorable effectiveness./ It may well be that 
in practice this is a task for enterprises and to effect progress, there is 
also a need for a change in style of governmental work. The principles deemed 
tw be correct by everyone could only be implemented if the government does not 
assume responsibility for economic losses, but rather if it embraces truly 
promising initiatives. This resolve is now given credence by the strengthening 
of the realization of the high cost of not taking the necessary steps in time! 


Por increasing efficiency, it is indispensably important that product composition 
in industry /be better accomodated to market demand/‘than at present and that 
the development of those manufacturing sectors accelerate which vigorously 
draw after themselves/ the development of industry as a whole. On the basis 
of our experiences to date, this type of branch could Le, for example, the 
manufacturing of pharmaceuticals and plant protectives, and the manufacturing 
of precision machine tools, telecommunications products, microelectronic 
products, medical instruments, mass transit vehicles and their subassemblies 
as well as agricultural and food industry machinery. And in agriculture we 
must strive to raise the level of products processing, primarily to create 
economically saleable products while maintaining the developmental momentum 
attained in the production of the major agricultural products. 





In order to create the conditions for an economic policy resulting in resolutior . 
we must better utilize the advantageous opportunities inherent in the interna- 
tional division of labor. /To this end, it is necessary that the development 











of the Population. r¢ we wish to Maintain the foreign economic €quilibrium in 
addition to the export orientation, we must also Simultaneously Strive to 


must derive incentive for growth from each Other. Por example, by developing 
modern agricultural machines and by Producing industrial raw materials of an 
agricultural Origin, we Could save Considerable currency expenses, up to even 
100-120 million dollars a year, if we would Overstep the restrictions of Share 
sncentive, thereby allotting more to the Purchasing of modern technology. 


Among the Conditions for the perabilit, of the economy, /the infrastructure/ 
Will become increasingly more important. The harmony which had deteriorated 


created within the interna) economic Work./ Also dependent On this is the 

extent to Which we are able to adjust to the world economy, or rather, to the 
extent that we are able to take advantage of the Opportunities it offers. 

It is “apparent that /we may not build economic growth on the introduction of 
external Fesources/, Thus in the ensuing decades we must raise economic Standards, 
A task of foremost importance is that we improve the qualitative factors of 

deve lopment; qantitative Growth could Only be realized in conjunction with this. 


condition for Progress (perhaps it is Still not too late to call attention to 
this at the half-way Point of the year!) is that we Successfully complete the 
main task of this year's national economic plan. 


2-3 years and the years between 1988-1990. This would also be expedient because 
during the first few years the foreseeable economic Conditions are more 
assessable. Today it Seems that in the first Phase the most attention must still 
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be directed toward permanently stabilizing the relations of equilibrium by 
economic means. In this phase a significant portion of the growth in the national 
income will be tied down by the stabilization of the external balance; thus, 
domestic purchasing power could only increase modestly and economic activity 

could only become more vigorous to a much more modest degree. However, in the 
second phase--if new deterioration does not set in in the external circumstances 
and if we make many changes in our economy--a larter part of the increase in 
domestic resource formation could be allocated to the expansion of domestic 
consumption, and thus, purchasing power could also grow to a perceptibly 

greater degree. 


Prepared for all possible configurations in internal and external political 

and economic conditions, we began to outline the possibilities of economic 
development by working out /several scenarios/ each presenting a significant 
developmental course--/of equal weight/ in the national economic planning work. 
The more favorable scenarios are based on the assumption that the external 
conditions will develop relatively well and that domestic economic activity 

will fulfill the new requirements of the intensive phase, or rather that it will 
be more successful. In this case, the yearly average of industrial production 
would increase by 2-4%, the production of agricultural products by 2.5-3.5%, 
exports by 3.5-4% and imports by3-5%; the net national product would initially 
increase by 2-3% and thereafter 3% yearly; moreover, its growth could even exceed 
this, and thus the possibilities of the distribution policy could also improve. 


However, for the sake of completeness, we must say that to date we have still 
not been able to totally lay the foundations for the condition of this type of 
development. Therefore, for the time being, we must still be prepared to deal 
with a scenario according to which the process of stabilizing the foreign 
economic equilibrium would be drawn out even to the end of the decade, either 
because the external circumstances would develop unfavorably or because our 
domestic work would not improve sufficiently, and as a result, the conditions 
for an economic policy laying the foundations for a balanced, effective and per- 
ceptibly paced economic development would not be established. We wish to avoid 
this situation at any cost! 


II. Since the development of our economy is to a very great extent determined 

by the formation of domestic circumstances and the success of our work, the 

role of /macroeconomic management/ and, as a result, the responsibility of those 
occupying the leading economic positions have become especially important 

in terms of whether the national economic output will improve and whether we will 
be able to realize our long-range social and economic goals. In reinforcement 

of this, the Central Committee of the MSZMP adopted a position in April of this 
year favoring the comprehensive development of macroeconomic management. The 
experiences of the one and a half decades that have elapsed since the 1968 reform 
movement represent a valuable intellectua) store and a practical basis towards 
the implementation of this policy. I would like to emphasize three instructive 
points. 


The first: The nature of the 1968 reform was such that in reality the major 


changes could only have been scheduled for a /single “round"/. We expected 
that during the course of its practical operation, questions such as the role 
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of import competition or the CEMA countries’ cooperative mechanism, or the 

great differences appearing between enterprise management and efficiency, would 
arise. However, real life presented more problems than those that were expected. 
And their solution was also impeded by the fact that for many years we did not 
work out an economic policy program aimed at continuing the reform. Now we know 
that the lack of a concept for further development, the lack of our anticipation 
of social effects and consequences, the postponement of organizational changes 
as well as the fact that the foreign economic conditions took a turn for the 
worse had the consequence that the required qualitative changes in management 
remained at a less than desireable level during the 1970s. As a result, the 
forces stimulating efficiency and economic activity remained weak. This danger 
still exists today. If only the regulatory system were to be modified percep- 
tibly, and if changes in the other aspects of management would be postponed or 
not implemented, it could again occur that the incentive for progress will not 
be strong or consistent enough. 


The second lesson is that we did not correctly evaluate the /differing probabilities/ 
of accomodation to market conditions, i.e., there are unequal changes of attain- 
ing a better position. In retrospect, we built excessive supports and impedi- 
ments into the regulatory system to suppress differentiation. This is why it 
frequently happened that enterprises which were managed on a higher level did 
not reach a better position in terms of technical development and wages compared 
to the income they produced, or for that matter, that they got into a more 
disadvantageous position in comparison to enterprises which either poorly or 
averagely managed and which possessed large reserves. Great attention must be 
paid to this lesson because this danger still threatens us today. It is obvious 
that in the period before us we must also expect attempts to avoid economic 
constraints. However, in the future, we must not permit this under any circunm- 
stances! 


The third lesson is that from now on we must pay greater attention to the /social 
environment and effects/ of the development of the macroeconomic management 
system. That is to say, the measures implemented in macroeconomic management 
affect broad social strata, have an immediate effect on the population's feeling 
and mood, and could significantly influence people's social, political and 
economic behavior. In this respect, in particular the relationship between 
income and financial differentiation and output performance and their social 

and communal /public nature/ deserve great attention. But a similarly sensitive 
question is the possibility of an alternative route to social rise, the fate of 
uneconomically managed enterprises and the development of employment associated 
with this, or social policy which is able to moderate the effects of more 
vigorous differentiation and economic mobility. 


After evaluating the lessons from the introduction of the reform and the road 
travelled since then, /we are now working out an economic program--which extends 
to every essential element of the macroeconomic management system--/in which 

the period of change for each subsystem will last several years. In /the first 
phase, in 1985/, those measures will be initiated which directly affect the 
system of interestedness and primarily those which we may expect will raise 
performance levels. For example, the system of income and wage regulations 

will be modified; first of all, we will modernize the competitive sector's 
producers’ price system and its economic calculations; new enterprise management 
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forms will be put into effect; and within the framework of market exparsion-- 
especially in the processing industry, in trade, and in the building industry-- 
the organizational system will change and the further development of the banking 
system will begin. 


/In 1986/ we will adjust the dimensions of the /regulatory instruments/ to the 
goals and requirements of the 7th 5-year plan; we will continue the development 
of the market pricing system, and relying on economic calculations, we will 
establish relations of interestedness which transmit market effects within 
enterprises; we will introduce the modernized system of local economic and 
institutional management; we will work out the system of interestedness for 
increasing enterprise wealth which is valid for collectives, workers and 
managers. /In the third phase--foreseeably in 1987--/ we would like to intro- 
duce a unified system of personal income tax, implement modifications connected 
to this in the wage system and welfare benefits, and further, develop a 
normative turnover tax system--operating with a low tax rate. At the same 
time, we would want to modernize the banking system and to make complete the 
process of interest reconciliation and its institutional system. 


Thus, the further development of the macroeconomic management system is a 
multiphase process, the pace of which may be controlled as the position of the 
Central Committee and the directives of the Cabinet also indicate. The main 
reason for a gradual approach is that /the economic situation is far more 
difficult now than it was at the end of the 1960s./ As a result, every 
substantive change which we would like to realize is associated with a 
corresponding reorganization in capital, incomes and positions. If we were to 
implement all these changes all at one time, there would be a danger that 
conflicts which could be difficult to handle could also arise. Therefore, 
preparatory time must be allotted for the adjustment to the greater requirements. 
Of course, this is not allowed to weaken the strict adherence to implementation 
and here we must do things differently than in the past! By doing this, our 
goal is for the further developed macroeconomic management system to be fully 
effective already by the second half of the 7th 5-year planning period. 


We consider 1985 to be the first and most important point of departure from the 
viewpoint of further development. The preparations for next year's changes 
are still in progress, therefore at present it is only possible to speak about 
the goals, the desired effects to be reached, the concerns and the possible 
modes of changes. 


In what follows I will emphasize three important elements of the management 
system and thereby demonstrate the economic essence of the planned measures. 
/These are: the development of the market mechanism and its organization, the 
modernization of enterprise income regulation, and the transformation of the 
wage and salary regulation./ 


III. The 1968 reform, the organic /interconnection of the plan and planned 
market/, was considered the fundamental issue of the macroeconomic management 
system. The experience of the past 15 years has been that less progress has 
been achieved than what was hoped for in the realization of market relations. 
A recurring question is whether market relations and the development of the 
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associated competition is even realistic, given our foreign and domestic 
economic situation. And there are also other legitimate questions: Have we 
overestimated the role of the price mechanism? Have we underestimated foreign 
economic conditions or the equilibrating role of planned and strict purchasing 
power regulations? Have we fallen behind in the building of markets? Have 

we been inconsistent in governmental market supervision? 


Thus, in this respect, there are many unresolved theoretical and practical 
questions. However, the unanswered questions and diverging opinions must not 
be allowed to lead to certain procrastinating, defensive behavior which 
disregards the basic requirements of the reform. That is, the triumphs of 
the macroeconomic management system attained to date could be weakened as a 
result and the macroeconomic management would inevitably be confronted by the 
requirements of intensive development. 


It is impossible to answer the above questions in either the affirmative or 
the negative; therefore, I will touch on four topics based on our intentions 
for further development. These are: the building of markets, a new concept 
of market supervision. the development of organizationai changes and the price 
mechanism. 


In the area of /market building/, we do not have to start all over. Competition 
already exists today, for example, in the marketing of certain industrial 
consumer goods and agricultural products, and it exists among sectors, within 
the scope of small enterprises, and there are already modest signs of it even in 
the building industry. As a result of their exports, the enterprises directly 
experience the competition existing in foreign markets. The economic organiza- 
tions could also attain a competitive position merely by another competitor 
coming on the scene; this weakens their monopolistic situation and threatens 
them with the loss of a portion of their buyers. At the same time, one of the 
greatest obstacles to the evolution of market effects is that the possibilities 
for foreign economic equilibrium and imports competition are too narrow, or non- 
existent. 


Deliberate market building activity is an important method of stimulating com- 
petition and developing market relations. This is primarily /directed at the 
development of market arrangements and forms/ which promote sensible economic 
competition and /the formation of management organization parameters/ which 
shorten the course of goods, reduce their costs, and in general, strengthen the 
balance between supply and demand. /The market building activity conducted by 
the macroeconomic management must be far more methodical and comprehensive than 
it has been to date and must be suited to the objective circumstances. This is 
a lengthy process, and cannot be implemented from one day to the next!/ It is 
impossible to emphasize its urgency enough, because the impact of even the best 
regulators remains weak without a true market. Of course, it is important that 
we not pursue pipedreams! The market building activities must be aimed at areas 
where realistic conditions for it exist, i.e., where it could be implemented. 


The most important aspect of the government's market building activity is that 


it create the conditions for entrepreneurship, that is, it allow the possibility 
for the free combination and circulation of resources based on interests in 
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income and profit. Within the framework of the market building program which 
spans several years, we designated as a goal that in the processing industry, 
especially, in a greater percentage of the trades manufacturing consumer goods, 
in domestic trade, in the building industry and in consumer services, the 
necessary organizational and other conditions for market development be 
established as soon as possible. Similarly, among the steps to be taken are the 
dismantling of the organizational framework which obstructs competition, and 
the expansion of possibilities for cooperation which improves the relationship 
between supply and demand. 


To date, macroeconomic management has also been concerned with /market super- 
vision/, and according to some, excessively with influencing markets. A more 
effeicient and better organized market supervision than exists at present must 
operate in an appropriate legal framework and in a controllable manner! The 
premise for changing its organizational and institutional order and instruments 
is that /provisioning is the responsibility of the government as a whole/, 
therefore, /so too is market supervision/. An important goal of the state is 
to promote the development of market relations as well as undisturbed market 
processes; but if more serious marketing disturbances to occur, it must employ 
even compulsory interventionary instruments. However, its primary task is to 
foversee economic competition and in general, the continuity and honesty of 
economic relations, and to enforce its legal norms./ By virtue of its nature, 
market supervision is an intersectorial rather than an intrasectorial task. 
During the course of its further development, this must become articulated in 
both the tasks and jurisdiction and in the formation of the division of labor, 
while naturally taking into consideration the uniqueness of the various activities. 


One of the most sensitive issues with regard to the instruments of market 
supervision is when and how directives could be utilized. Misunderstandings 
arise most frequently in connection with this, as well as justified or unjusti- 
fied concerns. In a restricted sense, central directives will always be a part 
of our management system. However, over the last few years, the number of 
directives have increased, and we have been forced to use other administrative 
tools. Otherwise we would have been unable to preserve our solvency. As the 
external circumstances ease up, the organizations overseeing markets may become 
free from individual directives, and the necessity of interference in enterprise 
management in this way. 


We would like to reach the point where in the next few years, an erterprise 
structure is established in which there is equal room /for well-operated large 
and mid-sized enterprises which accomodate better to market changes, as well as 
flexible small organizations/. Governmental measures will be necessary in the 
organizational transformation, but the path of progress--and in the long run, 
this seems successful--is one in which enterprise management itself realizes the 
rationale and expediency for organizational change and on its own will initiate 
the organization best suited in the given circumstances. 


Beginning in the next year, the organizational changes necessary for the improve- 
ment of market relations will already be aided by the fact that in the competitive 
sphere, /we will dissolve/ the still existing /profile restrictions, and we will 
develop new types of enterprise management forms. These will be the enterprise 
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council or the enterprise directed by an elected management. Accordingly, we 
will modify the relations between the macroeconomic management organizations 
and the enterprises; we will modernize the establishment of enterprises and the 
rules of reorganizations/, and we will develop a variety of banking and other 
institutions of inter-enterprise resource circulation. When we now emphasize 
the comprehensiveness of our measures, we are thinking of those international 
observations that indicate that the decentralization of the banking system will 
still not /in itself/ create the conditions for rational social flow of cpaital. 
Much else is needed for this! 


An especially important, although not exclusive, element of strengthening 
competitive relations is that /we are developing the price system in the 
direction of actual competitive prices/. In this way prices could become the 
true and objective measure of efficiency; thus, they could determine the 
profitability and taxability of enterprises and as a result of their effective 
wage relations, they could influence the drawing power and developmental path 
of the enterprises. 


With respect to the producer price system, we must solve two mutually conflicting 
but simultaneously interdependent tasks--to somewhat simplify the matter. On 
the one hand, the enterprises--and in general, the entrepreneurs--must be made 
to gain an interest in adjusting to the buyers’ demands to the greatest possible 
extent. It is obvious that this would only be possible if it is “worth their 
while”, and if they could have their calculations verified by the market. There 
is no producers’ interest without suitable prices! On the other hand, we must 
also take into consideration the fact that in Hungary, it is still characteris- 
tically a sellers’ market which is in effect. In certain instances, the lack 
of supply allows price increases which are not warranted by the technological 
standard and quality of the product. Thus, the development of the producers’ 
price system toward a competitive price system is warranted only when and where, 
and to the extent that competition could be an obstacle to price increasing 
efforts originating from monopoly and shortages. 


During the past years the basic principles of the formation of producers’ prices 
have been formulated. In the formation of the competitive price, we strove 

to terminate the so-called dual restriction of the export price and of export 
profitability in a wider sphere. In the areas associated with international 
trade, the domestic producers’ prices could fluctuate between the export and 
import prices; this latter also includes a reasonable customs duty. 


In one part of the processing industry utilizing the competitive price formation, 
price formation restrictions are already hardly or not at all in effect. We 
connect their dissolution with incentives aimed at increasing economical exports. 
Obviously it is debatable whether this is the most efficient solution leading 

to a solution for the development of a realistic pricing system or whether it is 
something else. On the contrary, it is our perception that by 1985 we could 
create the conditions for the new regulations for competitive price formation to 
be in effect over a larger sphere than at present. In the long run, our goal is 
to restrict the price formation contraints presently in effect for producers’ 
prices to the narrowest possible sphere. [In all probability further development 
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will not be implemented by way of application or club membership but rather, 
entire sectors or subsectors will have to be evaluated from this viewpoint and 
enterprises belonging to them will have to be included. 


When we make the price system and price mechanism more flexible, we must expect 
that the enterprises will pursue solid, carefully thought out price policies. 
If for example, they do not respond to an increase in the withdrawal associated 
with the production factors by improving efficiency but rather by raising prices, 
we will not have succeeded. We hope that the enterprises will take advantage 
of--and not abuse!--the more flexible opportunities. Because it is agreed that 
we cannot set inflation free!’ And in connection with this allow me to call 
attention to something. In order for prices to become a realistic measure, /we 
must continue along the path of dismantling and reducing subsidies/. But the 
greatest advantage is derived without fueling inflation if higher prices do not 
automatically replace the subsidies, but rather, if an ever greater proportion 
is counterbalanced by improving efficiency. 


The establishment of realistic market relations does not merely require the 
solution of organizational, structural and regulatory tasks. It must also be 
accompanied by realistic management conditions, by equilibrium and by greater 
export capacity which would enable the expansion of imports. We must realize 
that market building creates the conditions for the dismantling of a part of the 
constraints and this will enable the further development of markets. But it is 
also certain that all this could only be accomplished based on the harmony of 
value and real processes, and the national economic plans point the way and 
provide a verifiable basis for this. 


IV. In the following, I will discuss /the manner in which we would like to 
modernize the enterprise income regulatory system./ How could it be achieved 
so that it will better aid and strengthen efficiency, structural change and 
entrepreneurial behavior? 


In 1968, we terminated the dissolution of the plan but consequently, the 
financial conditions for independent enterprise management were still not 
created. The direction of enterprise management was based on the regulation of 
separate budgeted allocations. We even regulated the wages separately. This 
constraint prevented the economic units from combining the best possible practical 
production factors and converting them by adjusting to the prevailing price and 
profitability relations. This is how the contradictory situation came about 
that the “hardest” forints were those of the average wage increases and the 
“softest” forints were those of other costs. /The basic precondition for 
entrepreneurial management is that we dismantle or at least rigorously curtail 
the difference in value of the forint, i.e., its “embellishments”. / 


To date, interest in profitability has meant that capital could only grow if 
the profit also increased. However, there were many constraints for the 
enterprises to be able to use their own revenue as they decided. In the future 
we wish to do away with this type of constraint on interests in profitability 
and moderate it by /reducing the number of funds, easing “transfers” between 
them, and making earnings actually dependent on ability to bear taxation/. 





The direct curtailment burdening profit, and the existing strongly dampened 








relationship between profit and the growth of the various types of funds made 

the economic units nearly insensible to the formation of costs. In addition, 
contributing to this was the fact that the wage funds savings--and by the same 
token, their squandering--affected profit only to a negligible extent. /We wish 
to intensify the enterprises’ sensitivity to costs in both a positive and negative 
direction/ by modifying income regulations. 


Interest in profitability was also weakened because in addition to profitability, 
we encouraged enterprises--often mandatorily--to ever greater and changing goals, 
e@.g., export expansion and import retrenchment. We wish to simplify the complex- 
ity and multiple objectives of the regulations. If the guidance if capable of 
/encouraging adherence to the few truly important goals,/ it is possible to 

reach the point where these would be transmitted to /the enterprises’ profitability, 
and price and cost relations/. 


We wish to modify the tax burden while keeping all of this in mind. There is also 
a need for this change because in the past we put a disproportionately large 
burden on well-managed enterprises and thus provided protection to not so well- 
managed ones. In the future we wish to gradually impose /if possible, identical 
requirements on all economic units/. 


We will change the ratios of the tax structure and various channels of income 
centralization in such a way as to reduce the profit-proportional deduction. 
/We plan to change the taxes presently levied on profit, or rather a part of 
the deductions affecting enterprise capital, into a deduction proportional to 
resources, partly to wages and partly to assets/. In the long run it is also 
warranted to “resettle” a greater percentage of income deductions into the final 


marketing phase. 


In this way we would like to allocate a greater role to the turnover tax; this 
in turn would enable a reduction in the profit tax. In this way, the economic 
units’ interest in profit is strengthened and the sensitivity to costs is 
intensified. Thus, macroeconomic management is better able to influence the 
enterprises in cnoosing sensible combinations of production factors, and last 
but not least, centralized income could be planned with greater certainty. 


The implementation of these requirements or intentions is not an easy task. 
Namely, the above-mentioned restructuring must be implemented in such a way that 
in the meantime, /the percentage of centralized income does not decline;/ let 
there be no misunderstanding that this is primarily for reasons of foreign trade 
equilibrium and not for budgetary reasons. In the meantime we also saw that 

we should discontinue as soon as possible the many types of deductions of a 
temporary nature burdening the development funds introduced in the past years. 
We may not plan on withdrawing a portion of the development funds once or even 
several times a year. 


On the issue of the joint handling of the theoretical requirements and this 
practical dilemma, the state planning committee took the following position: 


1. /The way in which we would increase the enterprise burdens associated with 
using human labor/ is by raising the wage contributions and the payroll tax, 
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and reorganizing the system of city and community contributions. The current 
city/village contributions that are proportional to profitability would be 
changed into a curtailment proportional to wages. We are increasing the burdens 
of human labor so as to demonstrate that the cost of labor's social reproduction 
has lately increased and this must similarly be expressed in labor management, 
and the selection of technologies and product structure. No decision has yet 
been made on whether we will change the city and community contributions in 

1985 or 1986. 


2. We planned that /we will gradually phase out the centralization of amortiza- 
tion./ There is still a dispute as to the pace this could be accomplished in. 
Our notion was to stop half the current withdrawal in 1985 and the total in 1186. 
This would be a big step toward improving resource management in harmony with 
the conditions for entrepreneurship, and we would be able to truly operate the 
institution of amortization deduction to stimulate technical development. This 
change will become an important element of the enterprise investment policy which 
will make modernization the focal point. It is our intent that bank loans should 
similarly help primarily these sorts of investments. 


3. It is our intention to /dismantle the complex and multichanneled taxation of 
developmental purchasing power. However, the other side of this is that as a 
result of the above outlined modifications, the developmental purchasing power 
would considerably increase and this is something we could not permit for reasons 
of equilibrium. Therefore in order to regulate investment purchasing power, we 
plan on introducing a small scale, 2 percent tax--/payable from the profit/ based 
on the size of the enterprise capital. This would become a lasting element of 
the income regulatory system--as one of the resource revenue requirements. The 
capital levy would simultaneously provide the funds for the centrally directed 
structural changes, and would also act asan incentive for the movement of capital 
between enterprises. 


Several types of calculations have been prepared concerning the effects of the 
mentioned changes which will rearrange income and obligations. These were pre- 
pared not only by the functional and sectorial ministries, but also by enterprises. 
The significance of the changes is such that the higher the aggregate level it is 
examined at, the lower is its income rearranging effect. No income rearrangement 
would occur among the major income holders, e.g., the budget, the enterprises, 
and the populace, and among the national economic sectors the change would be 
slight. The final decisions will be arrived at on the basis of the evaluation 
of these effects when we will evaluate not only a one-time rearrangement but 
also the effects on continuous change. Our ambition is that as a result of our 
measures, the more efficiently operated economic units will be able to attain 

a better position and promote the more sensible management of production factors. 


During the course of our preparatory work, we often heard the opinion that 
enterprises must not be subjected to this sort of rearrangement from one day to 
the next. Characteristically, this opinion was voiced by those who during the 
past 15 years have been able to avoid normative regulation and the effects of 

the market. We wish to permit less and less opportunities for the latter even 

if we know that it is difficult to provide the economic units with an explanation 
of why /normative taxation/ represents /the same demand as satisfying market 
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demands/. That is, the two matters are inseparable, since the capacity for 
taxation by its very nature depends on profitability. And the normative 
expresses the need that everyone contribute largely by identical standards to 
creating the funds to cover common social expenditures. This notion could best 
reinforce our goal of /establishing long-term interest motivation and directing 
it to continuously increasing the total financial and intellectual capital of 
the economic units/. 


V. Perhaps the greatest expectation precedes the /new wage and salary regula- 
tions/ and has the greatest illusions connected with it. Today we know not 
only that this is an important component of the regulatory system but also that 
only dombined with the other elements, the price and income regulations and the 
fianncial and organization conditions for continuous production, could it 
generate a successful impact. 


During the course of working out the ideas, it became unambiguous that /we 

must give center stage to the interest in the more efficient utilization of human 
labor, and we must reinforce this./ This could only be accomplished if the 
current role of wage regulation--primarily that of restricting the ebbing of 
purchasing power--is modified. Therefore we must also reconsider the wage 
regulations from the viewpoint of how we could achieve that enterprises only 

pay wages to their workers and only allow them to have income if it is backed 

by actual national income in an appropriate ratio, so that there may be no 
possibility for pay without funds. 


It also became clearer that from the viewoint of the regulation of incomes, we 
may not consider the entire economic sphere as geing unified, thus /we must 
operate several regulatory forms simultaneously./ The basis for differentiation 
in achieving an interest in profitability lies in the objective possibility of 
adjusting to market conditions. Wherever the appropriate conditions exist, /we 
wish to regulate the level of earnings; where they only partially exist, we wish 
to use the modernized earnings increase regulations. I will note that this latter 
has a greater incentive than the system currently in use, because performance 
increases will receive greater acknowledgment than at present. 


It is possible to summarize the /essence of earnings level regulation/ which is 
currently being developed in four points. 


1. /Tax must be paid on the total amount of earnings./ Thus, basically the 
regulation is not based on the taxation of increases as is the present syst n. 
Consequently, the distorting role of the so-called bases could be terminates, 
and in reality its effect on the incentive to cut personnel for the enterprise 
average wage could also be eliminated. 


2. /Taxation would not differentiate among the various components of earnings/, 
e.g., the base salary, various premiums and profit-sharing. 


3. /The base of the tax to be paid by the enterprises would be the sum of the 
yearly earnings calculated on an individual level and not as an increment in 

the enterprise average earnings. The enterprise will have to pay less tax on 
lesser earnings and more on greater earnings. The tax would be differentiated 














according to the amount of earnings. Thereby the general efficiency requirement 
would be expressed that it is orly worth giving greater income to the worker 
providing greater output and greater results. 


4. ° /In reality the extent of both the earnings level and earnings increase would 
Gepend on the amount of tax the enterprise would be able to pay from the profit/. 
The tax burden would be eased if either the earnings of number of employees 
Geclined. Since the earnings, including the level of wages, is very rigid, 
according to observations by suitably fixing the levels from the perspective of 
the tax system, we would be able to make the enterprises interested in phasing 
out surplus employees. 


This regulation would allow an approximately 300forint earnings increase from 
every 1000 forints saved in costs in contrast to the current 40-50 forints. 
This is a big difference! We expect that this will increase the interest in 
reducing costs other than wages and thereby improving profitability an4--last 
but not least--the taxable capacity. We think that there will also be more 
opportunities to more justly compensate work performed during the prime working 
hours. However, this more vigorous incentive embodies the danger that the 
enterprise will wish to attain greater profits not by reducing costs but by 
increasing prices. This is why the earnings regulations are closely connected 
with the further development of the price system and the latter--as I have 
already mentioned--is connected with the formation of market relations. 


In actuality this type of regulation is a further expansion of the industrial 

and building industry experiments started in 1983, and is very similar to the 
experimental wage regulations in agriculture called “large scale farming 

earnings level regulation”. In 1984, 54 enterprises participated in this system 
and the experiment itself affecte4 approximately 240 thousand workers. This 
represents nearly 10% of the workers outside of agriculture, personal and 
residential services and the financial institutional sphere. Today 72 enterprises 
employ the regulation aimed at growth and it affects nearly 130 thousand workers; 
this ratio in the latter sphere was 6%. 


We think that /in the next year/, calculated on the bases of the number of persons 
employed, we will include at least a third of the enterprises in the /earnings 
level/ regulation. The regulation would be aimed at taxing earning increases at 
enterprises employing 40% of the total work force. The percentage of workers 
whoee earnings we find warranted to be set by /central directives/ will be 25%. 
These ratios should not be considered as final. There are still differences of 
opinion as to where and how the various regulatory forms could be utilized. The 
debate may be summarized as follows: whether the planned earnings level regula- 
tion--in conjunction with the price regulations--provides sufficient assurance 
that /the enterprises will only pay wages and dividends based on realized 

per formance. / 


The new system of earnings regulation could cause problems of the same nature as 
the onetime reorganizing effect of income regulation. That is, the ratio of 
profit to wages is extremely dispersed today. Wherever the ratio of profit to 
wages is great, earnings could be radically increased at the time of the change 
to the new system, since--if we posit that everything else remains unchanged-- 




















the enterprise funds will increase during the course of the rearrangement of 
the tax system. Naturally it is not in our interest to consequently exclude 
these areas from the more stimulating earnings regulation, but it is also not 
in our interest to start a wage inflation process. 


I would still like to add two comments to what was said about earnings regulation 
and financial incentives. /The first/ is that /the possibilities for increasing 
income depend on the standard of living, from the extent to which the formation 
of real wages and real income can be planned./ And to a great extent, this is 


rium and increasing the economy's income producing capacity. Here there are 
strict relationships and these may not be transgressed without having the 
Geveloped ratios disintegrate--with negative consequences. 


/The proper ratios and degrees may only be determined on the basis of a compre- 
hensive economic and political evaluation/. Wo matter how the standard of 
living develops, it is indispensable that there be real increases in the incomes 
of those showing outstanding performances, and the wages of those left behind 
should stay at the same level while their real value declines, this also acting 
as an expression of poor performance. 


My /second/ remark refers to the requirement that /full and efficient employment/ 
must be synchronized. There are some who are concerned that the socialist 
triumph of full employment is threatened by the further development of our 
macroeconomic system. Others feel that a certain degree of centrally directed 
and controlled unemployment is desirable. We feel that the fear is unjustified 
and there is no reason for unemployment! 


Past custom dictated that by starting from the premise of full employment, we 
made allowances--and still do today--to the detriment of efficient employment. 
It is commonly known that the proportion of those employed in fundamental 
agricultural processes is far greater than that in other countries on 4 similar 
developmental Level; while our modern industrial capacity is underutilized, 
poorly managed enterprises needlessly tie up the industrious workers, and the 
development of the infrastructure would also require greater manpower. 


The question is--and as of yet there is no fully developed answer--whether or 
not we are able to change this situation, and if so, to what extent and in how 
much time. Will we already be able in the following years to develop conditions 
which on the national economic level truly ensure full employment~--the right to 
work of every able-bodied member of society--but which in the meantime do not 
impede the mobilization of manpower in accordance with efficiency requirements? 
It is not possible to rationally organize interenterprise manpower movement by 
central directives*® This could only be solved by effective cooperation among 
the economic units, the relevant local councils with territor*al jurisdiction 
and the employment offices. Consequently, during the course of the implementa- 
tion of the 5-year plan we will prepare several modernizing, organizing, and 
auxiliary programs within the sectorial aid territorial framework. The various 
organs and divisions of the interest representative organization should also 
assume a greater role. Wowever, it is a central task to create those conditions 
--including the financial--which allow desirable manpower movement within the 
framework of total and efficient employment. 
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The comprehensive modernization of the macroeconomic management system serves 

to mobilize the creative energies of our societies, to expand the latitude of 

the economic units and to strengthen their interest in the expansion of profitable 
production, in technical development, in the discovery of new markets, and in 
increasing enterprise assets. We must be dedicated to the realization of the 
social and economic goals of the energies that have swung into motion! These 
goals are forged in the national economic planning workshops, and take shape 

in the national economic plans of various durations. Consequently, /the effec- 
tiveness of the management system in many ways is dependent on national economic 


planning./ 


The position adopted by the Central Committee also defines the requirements 
associated with the further development of the national economic planning work. 
According to this, the foreign economic predications serving as a basis of 
planning must be made more substantiated, responsibility must be assumed for 
the strategic tasks of technical development, and a decisive economic and social 
program of action must be developed. On the one hand, the macroeconomic manage- 
ment system /transmits/ the economic policy goals embodied in the plan; on the 
other hand, however, it also /has a reciprocal effect/ on planning and on the 
plan goals--it indicates the state of the economy, and the character .stic 
reactions of the economic units and the consumers. In the further development 
of the planning work, great attention must be paid to this reciprocal effect. 
This is an important precondition for enabling us to better establish our 
national economic planning. We would like to further strengthen the social 
accessibility of planning--for which there have already been several initiatives 
to date--by developing economic policy alternatives of action and reaction. 


The experiences of more than one and a half decades have taught us that it is 
mot the detailedness of the targets or the directives which determine the 
quality of national economic planning or the planned economy, but rather whether 
the plan is able to summarize for the country the variously motivated interests, 
values, goals, and rustrictions in a progressive and mobilizing concept. Is it 
able to synchronize and operate an economic system which provides society with 
a more complete utilization of the possibilities and advantages offered by 
socialist production? 


In all certainty many people are familiar with the comparison of one of the most 
famous economists of the 20th century, which states that “the economy is an 
omnibus which carries many passengers, each of whom have very different interests 
and possibilities.” Further elaborating on this comparison, I could summarize 
our efforts by saying: We must improve the work and lives of the bus passengers, 
i.e., the economic players, in such a way that they be able to progress toward 
common goals on the basis of mutual agreement and with the least amount of 
Obstacles. This is the meaning and value of the harmony between the plan and the 
market! 


A quote from Babits expresses /our common efforts intended to improve management/: 
“because each word creates new barriers, 
giving form to the embodiment of a thought, 
and the stairs of order snake through 
these barriers, upon which we climb to the peak 
⸗ of ever newer sightings, until far below, 
every old barrier dissolves into fog.” 
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POLAND 


TRANSPORT MINISTER OF VARIOUS INDUSTRY MANAGEMENT PROBLEMS 
Warsaw RZECZPOSPOLITA in Polish 28 Nov 84 p 3 


[Interview with Janusz Kaminski, minister of transportation: "How 
Do We Travel, What Do We Haul, How Much Do We Pay For It: Questions 
for the Minister"] 


[Text] “The turtle wished to travel by rail/ But railroads do not 
get any cheaper/ The turtle was loath to spend money/ I would rather 
walk, it will be quicker." 


It would be difficult to find a simpler and more relevant comment to 
many questions posed by RZECZPOSPOLITA readers to the minister of 
transportation, Janusz Kaminski, than this ditty penned many years 

ago by Jan Brzechwa. The questions we have reported were focused on 
issues of time and comfort of travel by public means of suburban and 
intercity transport, as well as--in view of the shortly expected 

raise of fares (nota bene, the questions had been asked even before the 
changed tariffs were published)--of the cost of using the state 
railways [PKP] and the state bus network [PKS]. A view on the 
functioning of our transport system seen from the vantage point of 
people's own experience prevailed throughout the questions, but many calls 
have also drawn attention to some broader aspects of the role played 

by transport in our reformed economy. 


The minister's answers follow. More detailed questions are, as usual, 
dealt with separately by the ministry's directors and experts. 


[Question] The hike in rail and bus fares came as no surprise to 

the people. We have heard about it and discussed it for a long time. 
But the scale of the raise was a surprise--no less than 50 percent! 
Why was it so steep? 


[Answer] The increase was considerable, granted. But compared with the 
raise in incomes and costs in recent years it turns out that transport 
services are still exceptionally cheap, and at the same time not even 
profitable; even after the raise they will not be too expensive, either. 
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The citizen of our country continues to enjoy the cheapest travel in 
Europe. An average salary, for instance, can buy him 40 (before the 
raise--61) second-class 300-kilometer trips by fast train. In Bulgaria 
an average salary would cover just 13 trips, in Hungary 9, in Yugoslavia 
14, and in the GDR 17 trips. 


[Question] I would not deny that the comparison is most telling, but it 
has serious loopholes. Perhaps a Bulgarian or a Yugoslav can afford to 
pay steeply for rail service because for other things he pays less. 

We should therefore compare baskets of commodities and services, or 
else the repartition of budget subsidies. That is it: how big are 

the transport subsidies in our country? How much does the state 
contribute to passenger travel, how much to haulage? 


[Answer] Last year the state budget material subsidies for passenger 
transport amounted to some 60 billion zlotys, including 47 billion 
for railways and 13 billion for buses. This year--because of the 
rising costs caused by changed prices and wages--the subsidies are greater: 
they will exceed 80 billion overall. Next year, were it not for the 50- 
percent hike in rails and bus fares introduced on 12 November, the budget 
would have to contribute no less than 110-120 billion zlotys to passenger 
transport. According to our estimates, the increased--thanks to new 
fares--PKP and PKS revenue from ticket sales will push down the next 
year's need for subsidies for passenger travel to a level of some 95 
billion zlotys. 


Haulage by PKS buses is already profitable, while the rail haulage 

will be subsidized by the budget to the tune of some 19 billion, 

and inland shipping--over 2 billion. Compared to last year, the 

subsidy for rail haulage is lower by half, thanks to freight increases 
since 1 March 1984, Next year--provided our proposals for another 
35-percent increase in PKP rail freights are implemented--rail haulage 
too should become profitable, and surpluses received from this source 
would be able to cover some part of the unprofitable passenger transport, 
just as happens on many railroads all over the world. 


To balance the increased cost of haulage, an increased freight tariff 
on the PKS buses (up to 15 percent, in my opinion) will also be 
unavoidable. After all, the prices of rolling stock, fuel, spare parts, 
as well as wages, will go up, too, 


[Question] Public opinion expects some improvement in services 
rendered by the PKP and the PKS, due to increased fares. Will those be 
vain hopes? 


[Answer] A specific, measurable effect of fare increases will amount 
to slowed growth of budget subsidies needed to cover the deficit 

in passenger transport. But as long as the deficit continues, it is 
difficult to talk about direct advantages for the carrier, e.g., as 
far as increased freedom of economic decisionmaking or room for 
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maneuver are concerned, or creating additional financial conditions 
for the implementation of specific undertakings, purchases, etc. 


I cannot therefore promise our travelers immediate improvement, caused 
directly by the increased fares. In the long run, however, the linkage 
between the revenue from sale of services and the development of 
transportation, which will insure, inter alia, better travel facilities, 
will become noticeable. 


But even in the current difficult economic situation, measures are 

being taken to improve passenger service, for instance, in the area 

of transport organization, more convenient schedules, more trains 

and buses running on time, automated ticket sales, introduction of better 
facilities for cleaning the rolling stock. The rapid electrification 

of additional PKP rail tracks brings obvious advantages to travelers. 


[Question] When was the last time you traveled by train or bus 
as a simple passenger, not as a minister? Were you satisfied with your 
trip? 


[Answer] At the end of October I rode the electric communter train 
between Otwock and Warsaw. Even though we arrived on time, it was 

a sad trip...for a passenger, and even more so for the head of the 
Ministry of Transportation. The train was uncared for, even vandalized... 
two seats and three light fixtures were ruined, the theromostat 

was pulled out by its "roots," and therefore there was no heating. 

There were also visible signs of wear and tear, due to the most intensive 
use, 


After checking, it was found that the train had left the workshop free 
of all this damage. What I mean to say is that one can blame the 
carrier for a lot of things, but passengers are not blameless either. 
One cannot post a guard in every car to protect railroad property. 


[Question] Especially since guards are more needed to 
protect cargo. In recent years the number of thefts on the railroads 


has gone up rapidly. Why is that? 
[Answer] It already started to go down rapidly. 


Since some railwaymen have conspicuously participated in pillage, we 
have started to restore order in our own ranks. Since 1982, throughout 
the PKP network, the rule is that every case of misappropriation is 
immediately followed by firing and handing the case over to the 
prosecutor. 


Simultaneously, we have introduced a number of organizational and 
technical improvements; to put it most concisely, the point is that 

no car should even for a moment escape surveillance, that no loopholes 
which provide the thieves with their opportunity should be left 
unchecked. We have paid attention to border crossings and to rail 
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stations where trains are being formed. Transport documents are 
handled with special care. By now it is not all that easy to find out 
what the car's freight consists of... 


Our efforts, as well as support rendered by the police, have halted 
train pillage. Suffice it to say that in October 1984 1,660 cases of 
theft were reported throughout the PKP network, while in the same month 
of last year there were 2,320 such cases. This means a considerable 
reduction--by 28 percent. That was just a quantative indicator, but 

as far as value is concerned...Last October goods worth 70 million 
zlotys were stolen, this year just 43 million--45 percent less. 

During 10 months the extent of such occurrences has fallen by 29 
percent, and their value by 39 percent. 


[Question] Therefore, those of our readers who associate the rising 
transport fares with pillage might well be wrong. But still the costs 
go up. That is how the raise has been justified. Perhaps we should 
look for development funds in cost reduction rather than in fare 
hikes? People say that the economic reform has stopped short of 
transportation, 


[Answer] Both the PKP and the PKS are service enterprises of a 

public character. The rules of the game binding for productive 
enterprises--that is to say, the “three S'"--cannot to the same extent 
be valid in transportation. One can hardly talk, for instance, about 
far-reaching autonomy of various PKP lines. That would be impossible, 
the railroads form one network. Unlike in industry or in construction, 
one can hardly talk about self-management: without autonomy how could 
you determine its limits? Under the circumstances of huge deficit 

and budget subsidies going into the billions, it is also hard to talk 
about self-financing. We cannot choose our clients, the clients choose 
us. 


Neither the PKP nor the PKS intend to make a profit oa their passenger 
traffic. We would like the revenue exacted from passengers to cover just 
about 70-80 percent of the cost of carriage. 


[Question] All right, but are the costs not excessive because we haul 
too muc’, and in an irrational way? One glance at the statistical 
yearbook will suffice. Why, despite the economic reform, has the 
average distance for hauled goods continued to go up? Compared to 1982, 
the distance for hauling stones has gone up in 1983 from 199 to 201 
kilometers, for sand and gravel from 197 to 205, and for potatoes, 

grown after all throughout the country, from 388 to 406 kilometers! 


[Answer] Partly because we charge too little for rail freights. 
After the most recent spring raise in tariffs the freight carried by 
the PKS ceased to cause a deficit. Rail haulage is still subsidized, 
even considerably so. 
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[Question] Does the state, through the PKP, contribute to the 
funding of autonomous and self-financing enterprises? 


[Answer] Certainly. This indeed makes a mockery out of an elementary 
principle of the reform, namely the self-financing of enterprises. 


Enterprises, paying little for haulage, do not take into account their 
transportation costs. It has been estimated that those amount to 

just about 3-4 percent of their overall costs. To compare, in many 
countries, including socialist ones, such costs amount to over 10 or even 
20 percent. 


Enterprises are not interested what they ship, and what for. They are 
not interested in organizational and technical innovations which might 
cut out transportation. Potatoes travel up to 500 and more 

kilometers. Construction sand can be found everywhere--geologists can 
confirm this--but we haul it nonetheless over long distances. The same 
can be said of fertilizer lime, which sometimes includes no less than 
60 percent contamination, unassimilable by the soil. Sometimes we 

haul coal with 20 or more percent additional dirt. 


[Question] For years now we have heard talk about irrational haulage. 
Is there no way to deal with it? 


[Answer] One can effectively fight irrational haulage solely by means 
of a tariff policy, that is to say, not by orders but by economic 
stimuli. As I mentioned before, we shall need a third stage of 
freight raises. The most recent hikes were introduced on 1 January 83 
and 1 March 84. 


At the same time, we would like to introduce progressive freight rates, 
depending on what is shipped and how far. In case of generally 
available bulk cargoes, such as the previously mentioned potatoes 

or sand, the freight for haulage over a fixed distance will be 
considerably increased, 


Finally, it is perhaps premature to talk about details, but we have 
already made a preliminary decision concerning a uniform nationwide 
accounting system to disengage transport costs from overall 

enterprise costs. The idea is to make them more precise, as well as 
to enable a more objective evaluation of their justification. Thus 
transportation costs would start to affect visibly the economic 
decisionmaking in the enterprises. The enterprises will have to decide 
whether to ship or not to ship, over what distance and by what means 

of transportation. That ultimately would affect the size of both 
profits and wages. 


[Question] A proper cost estimate might also suggest that it would 

be better--because cheaper, nationwide--to spend capital, for instance, 
on coal sorting plants rather than on the construction of new railway 
tracks or on the production of rolling stock which subsequently has 
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often to wait idly for a long time for lack of loading and unloading 
facilities. Would you be prepared to hand over some part of your 
investment funds to the coal industry in order to improve coal sorting? 


[Answer] Too many problems at once! It would indeed be cheaper to 
supply power stations with coal fully cleansed of rubbish: it would 
reduce the environmental pollution as well as the loading weight. But 
we do not exactly know what to do with the refuse eliminated thanks 

to coal sorting. It would be best to put it back into the mines. For 
the time being, we lack efficiency technology to deal with refuse 
inside the coal industry. This is a technical problem. It should be 
solved in the future. 


But as far as rolling stock is concerned, we have--to put it in a 
nutshell--too little of it, anyhow. 


[Question] Do we indeed? Why then does so much of it run idle? 
Perhaps we lack not rolling stock but traffic organization? 


[Answer] The traffic of empty rail cars has very different grounds. 
It stems, above all, from the existing infrastructure in the country. 
The share of Upper Silesia in loading amounts to 52 percent nationwide, 
but in unloading to just 22 percent. Obviously many rail cars must be 
sent to Silesia empty. No organization can change that significantly. 


On theother hand, there is a shortage of rolling stock. More older 
rail cars are being scrapped nowadays than new ones turned out. The 
ratio is 2:1. Before 1980 the factories delivered 10,000 and more cars 
a year. This year we will get just 4,000. Even an increase of 

20 percent in production, envisaged by the draft 1985 Central Annual 
Plan, will not solve the problem. 


I agree that long-term considerations argue in favor of building more 

of these coal sorting plants; we are doing so, but at present the 
pressure of current needs is so strong, and the shortage of rolling stock 
so acute, that I cannot just say: Yes, please, I shall give up some 

of the planned (insufficient!) deliveries of rolling stock, and I will 
hand out some funds thus saved to other ministeries in order to build 

new facilities for enrichment of mining or industrial products prior 

to their shipment. 


[Question] This interview was meant to deal with transportation as 

a whole, but it has been concerned almost exclusively with the railroad. 
Is this not indicative? After all, the PKP leaves all the other carriers 
far behind, because of the sheer magnitude of its haulage, measured in 
tons/kilometer. Is that a rational transportation structure? After all, 
extension of the rail infrastructure is the most expensive. 


[Answer] It is a rational structure, and the PKP predominance 
should keep growing. It follows from cost calculation, in particuiar 
from energy costs. As far as fuel-intensivity is concerned, rail 
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haulage is 7 times cheaper than truck transport. That is even one 

of the reasons why we intend to carry trucks on rail flatcars. We are 
going to start by suggesting such services to the users of our transit 
facilities. 


To make rail haulage more competitive in relation to road transport, 

we have to accelerate our development even more. The main problem 
consists of supplying the railways with modernized lightweight cars 

and stronger, more efficient engines. The construction of our rolling 
stock is outdated, its exploitation consumes too much fuel. That 
causes unnecessary losses. The entire economy must contribute to making 
the railways more and more uptodate and cheaper in exploitation, because 
the railways serve the economy as a whole. 


12485 
CSO: 2600/262 


43 








POLAND 


OFFICIAL EXPLAINS CHANGES IN FAZ TAX ASSESSMENT RULES 


Warsaw RZECZPOSPOLITA in Polish 28 Nov 84 pp l, 2 





{Interview with Wieslaw Jasinski, assistant director of the Economic 
Department of the Ministry of Labor, Wages and Social Affairs, by 
Bozena Papiernik] 


[Text] The Council of Ministers has recently 
adopted the guidelines for PFAZ [State Vocational 
Activization Fund] liabilities for 1985. The rules 
will find their precise and legislative expression 
in the decree of the Council of Ministers which 
will appear in December of this year and go into 
effect this coming January. Because of the 
understandable impatience with which enterprises 
are waiting for the new PFAZ rules, this RZECZPOS- 
POLITA journalist turned to Wieslaw Jasinski, 
assistant director of the Economic Department of 
the Ministry of Labor, Wages and Social Affairs, 
with a request that he discuss the nature of the 
changes in this mechanism, which will be in force 
in the coming year. 


"The most important change in PFAZ rules," states director Jasinski, 
"is based on increasing the level of tax liabilities on the basis of 
increases in wages included in the burden of cost. Thus, with an 
increase in wages of 1 percent the liability rate (40 percent) remains 
unchanged. However, if the remuneration rate increases more than 1 
percent, the progression of liabilities increases as well. For example, 
with increases of 1 to 2 percent the PFAZ rate will amount to 100 percent 
(80 percent currently), a 2 to 3 percent wage increase will mean a 

PFAZ rate of 200 percent (120 percent currently), and wage increases 
between 3 to 4 percent will increase the liability to 300 percent (200 
percent currently). The highest rate for wage increases over 5 percent 
will come to 500 percent (currently 400 percent)." 


[Question] From these liability rates, it follows that a wage increase 
of more than 2 percent will cost enterprises dearly. For every zloty 
paid to a worker, 2, 3 and even more zlotys will be paid into the PFAZ. 
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In other words, this signifies a considerable tightening of the rules 
governing the payment of wages. 


[Answer] This is related to the necessity of greater discipline in the 
payment of wages and to the need for decreasing the current rate of 

wage increases. This year we were not able to hold this rate down within 
the planned bounds. It will close with a 19 to 20 percent index. However, 
in the draft CPR [Central Annual Plan] for 1985, a 12 to 13 percent increase 
in wages is assumed, which is in keeping with the main goal of next year's 
plan: to reduce inflation. 


[Question] We have not yet said anything about the principal cofactors 
which correct the PFAZ mechanism. 


[Answer] The basic correcting mechanism which determines the possibility 
of wage increases in relation to production growth (0.5) is being kept. 
The decidedly preferential cofactor of 1.0 will include, just as before, 
the sphere of vital services, publishing production, and a new sphere-- 
production services for agriculture. As for other preferential cofactors, 
the average cofactor in 1985 will amount to 0.6 (0.65 during the current 
year). Thus, there will be certain restrictions on preferences which 

are recorded in full in the CPR. 


[Question] And later on, in practice, new unplanned preferences of 
recognition will be added to those that are planned. 


[Answer] No, not at all. This will no longer be the case. Starting 
with the new year, PFAZ rate reductions will be decidedly limited. 

Proof of this is the fact that we do not foresee any amount remaining 

at the disposal of the minister of labor for determining growth free 

of the PFAZ. Thus, preferential rate reductions disappear. Although PFAZ 
rate reductions will be generally and decidedly limited, they will be 
increased under conditions of export growth. Rate reductions will also 
be maintained for the conservation of raw and other materials, and energy. 


[Question] What about other important changes in PFAZ rules? 


[Answer] Another significant change pertains to production gauges. 

It is a well-known fact that they are not uniform. It is envisaged 
that starting with the coming year all enterprises should, in principle, 
use the gauge of net sold production, while other gauges will be used 
only in exceptional cases; the only thing is that a register of 
enterprises and branches, for which the minister of labor will be able 
to set separate principles of determining the index of wage increases, 
free from liabilities for the PFAZ and adjusted to the enterprises’ 
special activity, will be entered into the CPR. This list will include, 
among others, manufacturers of basic raw materials, a considerable 
portion of service-transport enterprises, agricultural processing 
enterprises and a series of other branches of the economy that do not 
have the possibility of achieving production growth or have it but to a 
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greatly limited degree, objectively speaking. This CPR register will 
be broad and expanded in comparison with this year's plan. 


[Question] This does not sound very clear. Does this not mean that 
on the one hand PFAZ rate reductions will be limited, while on the other 
hand they will be expanded? 


[Answer] The possibilities of using separate guidelines for PFAZ 
computation, which are adapted to a specific enterprise or branch 
situation and activity, should not be identified with tax reliefs and 
privileges. This is a question of specificity and not privileges. 

These substitute or specific solutions may, for example, be based on 
determining a so-called rigid, fixed ceiling free from liabilities 

(by fixed I mean independent of production growth). Nonetheless, 
lowering production will also not be profitable. Protection against this 
eventuality has been provided for. 


[Question] Therefore, in conclusion? 


[Answer] The modified PFAZ guidelines signify the limiting of rate 
reductions and forecast difficulties for those wage increases which are 
not covered by production growth. Furthermore, the strengthening 

of the net production gauge as a gauge which, in principle, is most 
closely correlated to improved efficiency and to the lowering of 
production costs is being assumed. 
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MINING MINISTER FORECASTS FINAL FIGURES ON OUTPUT FOR 1984 
Warsaw SLOWO POWSZECHNE in Polish 27 Nov 84 pp 1, 6 
[Article by W.P.: "More Copper, Zinc and Lead”) 


[Text] More than 45.5 million tons, of which approximately 80 percent 

is made up of copper ore and zinc-lead ore (the remaining 20 percent 

is composed of wetallurgical raw materials, raw materials for the 
production of fire-resistant materials and foundry sand) is the projected 
output for this year by the mining industry subordinated to the 

Ministry of Metallurgy and Engineering Industry. 


The final figures for the individual branches of the mining industry 
that belong to this ministry were discussed on the 26th of this month 
in Warsaw at the pre-St Barbara's Day miners’ festival press 
conference, led by Minister Janusz Maciejewicz. 


On the basis of figures for a 9-month period (22.3 million tons), it is 
expected that the mining of copper ore from five mines (Lublin, 
Polkowice, Rudna, Sieroszowice and Konrad) will bring in results this 
year in the amount of 29.4 million tons, and will be higher than the 
1.49 million tons achieved last year. From this ore, 419,600 tons 

(2.8 percent more than in 1983) of copper ore will be obtained and will 
be converted by the [illegible] and Glogow steel mills into 363,900 tons 
of electrolytic copper, which constitutes an increase of 11.400 tons, 
i.e., 3.2 percent in comparison with last year. It is worth mentioning 
that in the copper ore deposits, there also occurs accompanying metals 
which are of industrial importance, for example, silver, lead, nickel, 
rhenium and selenium, and whose recovery (e.g., silver--819,200 tons) 
significantly increases mining effectiveness. 


There will be a emall increase of 1 percent inthe output of zinc-lead 
ore which together with the mined dross, will amount to 588,000 tons 
including 231,100 tons of zinc (an increase of 1.3 percent in relation 
to last year) and 61,000 tons of lead (a 6 percent increase). The 
mining output reached this year will continue for the next few years 
at the same level with a slight rising trend due to the expansion of 
the Trzebionka and Olkusz-Pomorgany mines. 
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A lot of time was also devoted at the conference to the mining of iron 
ore. In view of their operating unprofitability because of their iron 
ore’s low metallurgical value and the high cost of mining and enrichment, 
the iron ore mines in the regions of Czestochowa-Klobuck, Lielce and 
Leczyn were phased out. A promising region which indicates the possibility 
of developing iron ore mining is the Suwalki region, vith its titanous- 
magnetic ore deposits. Documented ore resources allow for the planning 

of a pilot mine on this deposit. 


In accordance with Resolution No 257 of the Council of Ministers dated 

3 December 1982, scientific-research work is being conducted which is 
indispensable for the planned exploitation of this deposit and which 
encompasses, among other things, the problems involving the accessibility 
and enrichment of ores as well as environmental protection issues. 
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NEW BUS PROTOTYPE FLAWED 
Warsaw RZECZPOSPOLITA in Polish 26 Nov 84 p 7 


[Article by (j.h.)] 


[Text] The Zakopane branch of State Motor Transport [PKS] has 
received for use a modern bus, the Jelcz PR 110. This is a prototype 
which will be followed by a production series of this vehicle. The bus 
has been assigned to the route from Zakopane to Krakow. 


The new Jelcz has logged 39,000 km so far. However, the observations 
made by the driver do not inspire optimism. The heating system is too 
weak and so is the engine, especially on mountain roads; most of the 
seals had to be replaced, which did not, however, eliminate leaks. The 
anticorrosion protection is poor and makes the life of the bus marked 
for 8 years questionable. Under these circumstances, the Jelcz PR 1100 
is more the prototype of a “lemon” than a successful model. 


The drivers of the Zakopane PKS are wondering what the vehicles coming 
off the mass assembly line will be like if much more care went into this 
poorly prepared prototype. One can only hope that the manufacturer 
will take the driver's observations to heart and will remove all 
structural and workmanship defects, while there is still time. 
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CONSUMER DURABLE IMPORTS UP, SHORTAGES PERSIST 
Warsaw RZECZPOSPOLITA in Polish 24-25 Nov 84 pp 1, 2 
[Article by T.B.: "Will Doubled Imports Satisfy Market Demand?"] 


[Text] During the first three quarters of this year we have imported 
319,700 Soviet refrigerators, i.e., 100,000 units more than during all of 
1983. It would seem that this “large dose” should finally relieve the 
tension on the market, all the more so in that the domestic industry 
has, after all, increased its production considerably. 


However, lines continue to form in front of stores selling “white 
technology” and so-called social lists continue to function. Why is this 
so? This RZECZPOSPOLITA reporter took this question to the director 

of the Office of Consumer Goods Imports of the Universal Foreign Trade 
Enterprise, Zdzislaw Burski. 


"The cumulative import of refrigerators from the USSR should exceed 
400,000 units this year. In the beginning, we did indeed asswic that 
in accordance with the agreements made at the international evel there 
would be 70,000 more of them,” remarks director Z. Burski. “However, 
the necessity of conducting technical tests on new models which have 
been previously unknown on our market (Donbass, Kodry and Cz.nar) has 
created some delay in negotiating contracts. 


"Therefore, additional shipments will not reach our consumer market 
until the beginning of the year. Thus, taking even this small slipup 
into account, I do not understand what is happening. At mid-year, I was 
ready to wager any amount that during the fourth quarter refrigerators 
would sit in the stores and that one could buy them ‘outright.’ 


“However, the merchants from Universal continue to believe that the 
refrigerator market will have to crack soon. During the first quarter 

of 1985, import shipments should reach approximately 115,000 units, 

i.e., more than currently. A portion of the refrigerators is without 

a doubt bought up for purposes of speculation. However, this does not . 
explain everything. As a rule, speculators have good business sense 

and should not continue to ‘invest’ in a commodity which is supplied in 
such amounts. After all, they are risking that there could be 





problems with finding buyers especially for appliances with expired 
warranties. 


"In the coming year, deliveries of imported automated washing machines 

are also slated to rise significantly. We will import 100,000 Wlatek 
brand washing machines from the USSR (60,000 units this year) and 50,000 
units (45,000 units this year) of Tamat brand machines from Czechoslovakia. 
Negotiations are also being conducted with regard to importing from other 
socialist countries. 


"Thus, there should also be considerably more washing machines than 
currently. Under normal conditions, deliveries of such amounts of ‘white 
technology’ should lead to the complete balancing of supply and demand. 


"The point of the matter is for domestic trade to be able to sell these 
appliances appropriately. Currently, a system of distribution into 
individual provinces in in force. However, it appears that this system 
is quite deceptive, since the demand in the respective areas of the 
country is not always directly proportional to the number of inhabitants. 
This is why in certain areas refrigerators and even washing machines 

may be bought ‘outright’. In other areas, however, one must sign for 
these appliances for weeks and is placed on a ‘social list.' 


"Any and all forms of distribution have to lead to corruption because 
they reduce trade to the role of a ‘plan executor’ who is not 
accountable for anything. Perhaps this is where lies the mystery of 
the continuing shortages on th consumer market despite the twofold 
increase of imports." 


9853 
CSO: 2600/263 


51 





POLAND 


RAIL ELECTRIFICATION PROGRESS REPORTED 
Warsaw TRYBUNA LUDU in Polish 24-25 Nov 84, ppl, 8 
[Article by Andrzej Kozminski: "To Plock by Electric Train"] 


[Text] Plock, the first historical capital of the 
Mazowsze region, has received electric rail service 
to and from the nation's capital. The first electric 
train from Warsaw arrived in Plock on the 23rd of 
this month. 


The railway line from Kutno to Plock-Trzepow, which was opened up for 
electric train traffic, constitutes more than half of the route from 
Kutno to Sierpiec. The remaining stretch will be electrified at a later 
date. The electrification of this one-track line is of great economic 
importance, above all for the transportation of liquid fuel from Petro- 
chemia in Plock. Owing to the reduced amount of time it takes for the 
trains to complete their route, they will run more often. This also 
applies to passenger train service. All of this will enhance the traffic 
capacity of the rail line. Local traffic passengers will have faster 
and more comfortable trains. After introducing the new train schedule 

at the beginning of June of the coming year, the residents of Plock will 
acquire a new connection with Warsaw by express train which will cover the 
route to the capital in a matter of 2 hours and 30 minutes. All of the 
trains which arrive by electric rail in Kutno will now be able to go on 
to Plock without changing locomotives, which is very inconvenient to do 
in the extremely busy Kutno station. This will also shorten their stop 
at this station. 


Th electrification of the line from Kutno to Plock-Trzepow was begun 

in March of last year and completed 1 year and 8 months later, i.e., 

in a period of time two and a half times shorter than that normally 
expected. The work included the electrification of more than 58 km 

of railroad tracks and approximately 30 km of station tracks as well 

as the construction of a line which will provide electric power to two 
traction substations. Railway traffic control systems were reconstructed 
to prepare them for the installation of electric relays. In Plock 
Radziw a relay control tower was built and the control towers at the 
remaining stations were expanded. The station tracks and platforms in 
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Gostynin and in Plock-Miasto were rebuilt, and at the latter station a 
pedestrian overpass was built above the tracks. 


In addition to railroad services, this work was carried out by seven 
different enterprises together with the leading Railroad Construction 
Plants in Warsaw while the electrification work was performed by ZKRE 
Planning--Central Office of Railroad Construction Research and Plans in 
War saw. 


This investment, which costs nearly 895 million zlotys, will give the 
national economy annual benefits in the amount of approximately 185 
million zlotys, and therefore the electrified line will pay itself off 
in less than 5 years. The coming year will bring the completion of 
three important electrification investments: the Warsaw-Gdansk line 
will be completed when the approximately 180-km stretch from Ciechanow 
to Malbork is placed in use; the Nadodrzanska main line from Wroclaw to 
Szczecin will be completed with the electrification of a 106 km stretch 
from Reepin to Dolna Odra, and the opening of the Warsaw-Bydgoszcz line 
will link Kutno through Wloclawek with Torun by means of a “copper 
cobweb." The second of these routes will be electrified in June of 1985, 
while the first and third will be in December. However, the electrification 
' of the stretch from Torun to Aleksandrow Kujawski with a branch line 
running to Ciechocinek is envisaged for completion by June 1985. In 
addition, the following lines will also be electrified: from Wyszkow 
to Ostroleka, from Malbork to Elblag and from Milkowice to Wegliniec. 


9853 
CSO: 2600/263 
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POLAND 


BRIEFS 


HIGHER BOND INTEREST RATES--According to information given to this PAP 
reporter at the Department of Savings Deposits at the Polish National 
Bank, revalorization bonds may be redeemed without limit starting on 

1 February 1985. At the same time, considerable advantages have been 
created for those who decide not to convert the bonds into cash. Keeping 
the revaluation bonds will permit the holder to receive a 15 percent 
annual yield of interest on condition that the bonds will be held for a 
consecutive 12-month period. This policy is to be in effect until 
February 1988. Thus, for example, the conversion of bonds with a 

nominal value of 1,000 zlotys, which entitles one to receive 1,521 

zlotys after February 1985, will make it possible to obtain 1,749 zlotys 
after February 1986, 2,011 zlotys after February 1987 and 2,312 zlotys after 
February 1988. This represents the most favorable interest rate currently 
offered by banks. Only savings [depozytowe] and placement [lokacyjne] 
bonds offer comparable interest rates. However, these require that the 
invested money be held for a period of 5 or 3 years. For purposes of 
comparison, let us add that a 12-month term investment brings in a 10 per- 
cent rate of interest. As for the payment policy, the PKO [General 
Savings Bank] and cooperative bank branches will accept and cash 
revalorization bonds after 1 February 1985. On the other hand, transfers 
to savings passbooks or savings checking accounts will also be handled 

at PKO agencies and at post offices. [Text] [Warsaw TRYBUNA LUDU in 
Polish 22 Nov 84 pp 1, 5] 9853 


MARITIME COAL HAULAGE--This year, ships belonging to the PZM [Polish 
Steamship Company] have alresdy carried 10 million tons of Polish 

coal destined for overseas export, particularly to the second payments 
area. This is the best result obtained in the last 6 years and 
constitutes great success on the part of the sailors of the Szczecin ship 
line. Such positive results were achieved under crisis conditions on 

the world freight shipping market, under conditions of a policy of 
favoritism practiced by Western nations and continuing U.S. restrictions 
toward our country. A token load of 10 million tons of coal was 
implemented on 22 November of this year in the port of Szczecin and carried 
by the bulk cargo ship “Sieradz"”, which left for the FRG. [Text] [Warsaw 
TRYBUNA LUDU in Polish 24-25 Nov 84 p 8] 9853 
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ROMANIA 


DECREE ON REDUCTION OF BANK INTEREST FOR LOANS, DEPOSITS 
Bucharest BULETINUL OFICIAL in Romanian Part I No 81, 29 Oct 84 pp 1-5 


[Council of State Decree No 381, 29 October 1984, on Bank Interest in Relations 
With Socialist Units, Other Legal Persons and Physical Persons] 


[Text] The Council of State of the Socialist Republic of Romania decrees: 


Article 1. Starting on 1 November 1984 the interest paid banks for credits ac- 
corded and interest paid by the banks for funds in accounts are reduced and 
established in this way: 


Five percent for current credits given for production activity of the units in 
industry, transportation, scientific research and design, services provided, 
supply and sale and foreign trade; 


Three percent for current credits given to state and cooperative commercial un- 
its, tourism, collection and acquisitions and utilization of agricultural products; 


Two percent for current credits given to state and cooperative agricultural units, 
to stations for the mechanization of agriculture and construction-assembly units; 


Three percent for current credits given to socialist units for completing their 
own investment capital for projects being carried out within the planned schedule; 


Five percent for current credits given to the population for purchasing goods 
and providing services with payment in installments; 


Three percent for current credits given to cooperative members and individual 
producers; 


Two percent for bank assets in the accounts of the state economic units and 
those of the cooperative and public organizations; 


Three and one-half percent for ordinary deposits of the population in the Savings 
and Loan Bank and five percent for deposits of more than one year. 


The level of interest by categories of credits, assets in accounts and deposits 
in the Savings and Loan Bank is as provided in Appendix 1. 
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Article 2. A l-percent interest per year is applied for credits given by banks 
for the formation of stocks of agricultural food products as provided in Appen- 
dix 2 and for keeping them over a long period. 


A 3-percent interest per year is applied for current credits given by banks for 
stocks of coal, coke, iron ore and nonferrous ores existing at the producers 
as well as for current credits given to the bases of technical-material supply 
for stocks taken over from the enterprises with a view to redistribution. 


Article 3. The interest paid to banks for current credits and for those for 
recovering the ability to pay, concerning the activity of production and circu- 
lation of goods, is supported from the production expenses or circulating ex- 
penses, according to the case. 


The interest paid by the banks for current credits for investments is supported 
from the same funds from which the installments falling due for the credits are 
repaid. 


The penalty interest paid to the banks for credits not repaid when due is support- 
ed from the fund for worker participation in obtaining products and profit 

and in dividingthe profits as well as from the enterprise's total profit, in 
accordance with the law. 


The interest for new units being built is collected by the banks after they are 
put into operation. 


Article 4. The State Planning Committee and the Ministry of Finances, on the 
basis of documents presented within 30 days by the plan holders, are to intro- 
duce appropriate changes in the indicators forecast for 1984 in the single na- 
tional plan for social-economic development as well as the volume and structure 
of the state budget under conditions of maintaining financial balance. 


Article 5. The provisions of Law No 4/1973 on Development of Housing Construc- 
tion and Sale of Homes to the Population From the State Fund « @ amended to cor- 
respond to the provisions of this decree, while the provisions included in Arti- 
cles 1, 3, 5 and 6 of Decree No 234/1974 on Interests, Commissions, Taxes and 
Bank Tariffs in Relations With Socialist Units, Other Legal Persons and Physical 
Persons, as amended by Decrees Nos 458/1982 and No 456/1984, are cancelled. 


Article 6. Appendices Nos 1 and 2 are an integral part of this decree. 














Appendix 1: Table giving the Level of interest by Categories of Credits, Assets 
in Accounts and Deposits in the Savings and Loan Bank 


A. Interest collected by banks! --Percent by year— 
For credits: 
Current” For recov- Not re- 
ering abil- paidon 
ity to pay term 
0 1 2 3 


I, For credits given for production activity and 
circulation of goods 


1. Industrial units, transportation units, units for 
providing of services, foreign trade, supply and 
sale, scientific research and design as well as 
the same type of unit of the artisans’ cooperative 5 4 8 


2. State and cooperative commercial units, units for 
tourism, collection and acquisitions, utilization 
of agricultural products, production units and 
providing of services of the production coopera- 
tives, acquisitions and sale of goods and of the 
commune people's councils as well as for credits 
for goods sold and services provided with install- 3 2.5 5 
ment payments by the authorized units 


3. Units for construction-assembly, drilling, geo- 
logy units, state agriculutral units, for mater- 
ial-technical supply of agriculture, silvic units, 
stations for mechanization of agriculture, exper- 
imental institutes and stations, economic asso- 
ciations between state and cooperative units, 
cooperative agricultural units’, intercooperative 


economic associations and other public or- 
4 5 
ganizations 2 2 4 
4. Socialist economic units, for credits given for: 
Stocks of wood from windfalls or cutting for 6 
forest health 2 -- — 
Expenses for capital retars 4 -- -- 
5. Cafeterias-restaurants and workers’ cafeterias 5 -- l 
6. Banks specialized in completing credit resources 1.5 -- -- 
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For Credits: 
Current Not repaid when due 
l 2 





II. For credits given to state and cooperative eco- 
nomic units for investment activity 


1. To complete investment capital’: 
a) For investment projects built within schedule 
planned for start into operation 3 5 
b) For listed investment projects with schedules 
for being put into operation in the single 
national plan, for which the planned timetable 
for putting the complete capacity into opera- 
tion has been exceeded, for the value of cred- 
it given by period of lateness; a 2.5-percent 5 5 
interest per year is applied for the same in- 
vestment projects being put into operation com- 
pletely before the planned schedule at the value 
of current credit given for the period by which 
it is ahead of schedule 
2. For not establishing their own resources for fi- 
nancing the investment at the plan level 5 -- 


III. For credits given to the population by banks 
and other socialist units 


1. To members of cooperatives an‘ producers with indi- 
vidual plots for medium- and long-term credits for 


investment activity 3 5 
2. For credits for buying goods and providing of ser- 
vices on the installment plan 5 8 


3. For loans given to the population in accordance 
with Law No 4/1973: 
a) For the amount of credit given for building and 
buying homes as personal property which exceed 
50,000 lei 5 8 
b) For credits to establish the advance payment given 
for a term of a maximum 5 years and for those to 
complete the necessary amount for covering the full 
cost of the home for a maximum 10-year term in the 
case of the construction of homes 6 8 
c) For the credits needed for the advance payment 
and those to complete the amount needed to cover 
the full cost of the home in the case of the sale 
of homes from the state housing fund. 5 8 
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An interest of 8 percent per year is paid for cases of failure to make a sincere 
statement on the contracting for amounts received in the account of credits or 
use of them for other purposes as well as for installments not received on time. 


A penalty of 3 percent per year above the current interest is applied in the 
cases of failure to complete the homes built under state supervision within the 
schedule forecast in the building authorization due to the credit beneficiary, 
@ penalty on the amounts issued from the credit from the date when the home 
should have been finished until it is completely finished. 


B. Interest paid by banks for monetary assets in accounts (in percent,per year) 


1. For monetary assets in current, collection” and special accounts 
of the state economic units” and of the cooperative, party, 
trade union and public organizations as well as in the accounts 
of physical persons, except those opened for them in the 
avings and Loan Bank 2 
For monetary assets originatingin their own funds, deposited 
by the economic units in a separate deposit account kept for 
a minimum of one year, the interest is to be 4 percent. In 
case the minimum l-year term is not respected the interest 
is to be 2 percent. 


2. For deposits in savings accounts as well as in Romanian citizens’ personal 
accounts in hard currency: 


a) For the amounts deposited into current personal accounts and 
checkbooks with a himited amount 2 


b) For savings passbooks with interest on sight, for school 
savings passbooks, for passbooks with winnings in cash (for 
which the entige interest is given as winnings), for pass- 
books for cars and for savings passbooks with interest 
and winnings (of which 3 percent is paid each depositor 
and .5 percent as winnings), for Romanian citizens’ deposits 
on Sight, in personel accounts in hard currency(interest 
in lei) x5 

c) For savings passbooks with interest and winnings in cars (of 
which 2 percent is paid each depositor and 2 percent is given 
as winnings in cars to these fulfilling the conditions for 
participation by lottery , on Savings and Loan Bank notes with 
winnings (interest is given entirely as winnings, in which the 
value of the winning note is also included) 4 


d) For savings passbooks with deposits for at least one year (if 
the minimum l-year term is not respected, then the interest is to 
be 3 percent) and accounts of foundati established on the basis 
of legal provisions by physical persons 5 

















e) For deposits in savings stamps and sheets and on school savings 
checks the Savings and Loan Bank does not give interest but rather 
gives rewards to the pupil collectives of the schools in the case 
of various demonstrations of the Pioneers and pupils at the city 
level, county level or country level. The amount needed for giv- 
ing the rewards is to be provided annually in the Savings and Loan 
Bank budget of incomes and expenses. 


3. For Savings and Loan Bank assets in accounts in banks and other 
institutions 4.75 


NOTE: Fractions of up to 5 bani from calculating the interest paid by Savings 
and Loan Bank units to the population are rounded off at 5 bani. 


Appendi: . List of agricultural food products to which banks apply a 
l-percent-per- year interest for credits given 
Sugar To enterprises for sugar beet industrialization 
Oil To enterprises for oil-bearing seed industrialization 
Flour To grist and bakery enterprises 
Milk products To enterprises for milk industrialization 
Meat and meat products To enterprises for meat industrialization 
Seeds To specialized enterprises 
Grains and technical 
plants To enterprises for contracting, acquisition and 


preservation of agricultural products 
Cultivated concentrates, 
grist and protein flours To enterprises for production of combined fodder 
and to state and cooperative agricultural units 
Agricultural products 
siloed while fresh 
for winter supply To production and utilization enterprises 


FOOTNOTES 


1. For credits given or for those given on the basis of special approval, the 
interest belonging to the credits for basic activity is applied, except in 
cases when a different level of interest is provided by law or decree. 


2. The interest is increased by 1 percent for extended current credits, in 
accordance with the law. 


3. Until repayment the interests provided by the particular normative acts are 
to be applied for credits delayed in payment on the basis of previous legal 
provisions. 


4. Including for credits given to units for tking over the agricultural products, 
for advances given to the socialist production units and other producers. 


5. Including for advances from contracts for agricultural products not recov- 
ered by deliveries of products. 








9. 


10. 


ll. 


12. 








The interest belonging to the economic sector of which the socialist unit 
is part is provided for credits not paid back on schedule. 


Until repayment the interests provided by the particular normative acts are 
to be applied for credits delayed in payment on the basis of previous legal 
provisions. 


Interest is not paid on assets from collection accounts opened at the Sav- 
ings and Loan Bank and those for the international solidarity fund and 

the fund to eliminate the effects of calamities; special accounts of the 
foreign trade enterprises which are discounted for third parties; accounts 
for transfer operations of the Posts, Telegraphs and selephones offices. 
For accounts for economic-social development funds interest is cziculated 
only on those assets which exceed the investment expenses provided in the 
annual plan and the budget of incomes and expenses. 


For which the entire interest is given as winnings. The minimum deposit 
which gave the right to participate in the lottery of winning savings books 
enters into the results of Savings and Loan Bank activity. 


The 3.5-percent interest also applies to passbooks with earnings in building 
materials and for building homes as winnings. The minimum deposit which 
gives the right to participate in the lottery of winning passbooks enter 
into the results of Savings and Loan Bank activity until complete repay- 
ment of the deposits existing in the passbooks of the population at present. 


The minimum deposit which gives the right to grticipate in the lottery for 
winning passbooks enters into the results of Savings and Loan Bank activity. 


The 5-percent interest also applies to passbooks for purchasing homes as 
private property (the interest is to be 3 percent if the amounts are used 
for other purposes) until complete repayment of the deposits existing in 
the passbooks of the population at present. 
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ROMANIA 


NEW EXCHANGE RATE FOR LEU ESTABLISHED 
Bucharest BULETINUL OFICIAL in Romanian Part I No 81, 29 Oct 84 p 5 


[Text] The noncommercial rate of 12.50 lei per dollar was established on 1 
November 1984 by Council of State Decree No 382 of 29 October 1984. 


An additional service tax is applied to personal sales operations with Romanian 
citizens using the currencies of nonsocialist countries and the Yugoslav dinar. 


The noncommercial exchange rate of the currencies of the socialist countries 
in lei, except for the Yugoslav dinar, is established on the basis of multilat- 
eral or bilateral conventions approved according to law. 


The exchange rates of currencies of the nonsocialist countries and the Yugoslav 
dinar in lei are to be established and changed by using a mix of currencies, 
which is to be worked out on the basis of the exchange rate of the US dollar 

in lei in effect on 1 November 1984. 


The National Bank of the Socialist Republic of Romania is to report the exchange 
rate of currencies in lei in effect. The list of exchange rates of foreign cur- 
rencies in lei is to be published periodically by the National Bank of the So- 
cialist Republic of Romania. 


8071 
CSO: 2700/54 
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ROMANIA 


DECREE AIMS AT IMPROVEMENT OF PROFIT SYSTEM 
Bucharest BULETINUL OFICIAL in Romanian Part I No 81, 29 Oct 84 pp 5-6 


[Council of State Decree No 383, 29 October 1984, on Improvement in the Incentive 
System for Workers and Enterprises in Obtaining Additional Profits] 


[Text] With a view to providing incentives for workers and enterprises in exem- 
plary fulfillment of the plan provisions, in more powerful growth in labor pro- 
ductivity, in the introduction of technical progress, in the rise in product 
quality, in reduction of production costs and in a more emphatic growth in eco- 
nomic efficiency, the Council of State of the Socialist Republic of Romania 
decrees: 


Article 1. In accordance with the law the ministries, centrals and enterprises 
are required to take measures for steady fulfillment of physical production at 

a high quality level, one which is competitive at the international level, in 
order to have continual growth in labor productivity, reduction in production 
costs, particularly due to reduction in material consumption, and to have utili- 
zation of reusable resources, replacement of outdated technologies management 

of material and monetary assets with maximum efficiency and obtaining of the 
highest possible profitability and profits. 


At the same time, the collective leadership organs of the ministries, centrals 
and enterprises must take action to continually strengthen worker self-leadership, 
to increase the degree of self-financing by all economic units and to increase 
participation in forming the resources needed for the general development of 
society. 


Article 2. Workers, as the owners, producers and beneficiaries, are responsible 
for exemplary fulfillment of production tasks, respect for the technological 
and discipline standards of work, use of machinery and equipment with superior 
output, rise in the quality of products, superior utilization of raw materials, 
materials, fuel and energy, respect for plan, financial and contract discipline, 
which would eliminate the payment of fines and penalties, rise in the contribu- 
tion to the growth in economic efficiency and the national income, the source 
which provides the necessary funds for Romania's social-economic development 

and rise in the standard of living for all the people. 








Article 3. In order to increase the responsibility of the enterprises and workers 
for steady fulfillment of the plan and contract provisions, for repayment of 
credits on schedule, elimination of tie-ups, which lead to the reduccion and 
elimination of fines and penalities znd the negative effects resulting from fines 
and penalties which, in accordance with the law, are not chargeable to a person, 
are supported in this way: 


a) Fifty percent of these effects--from the fund for worker participation in 
carrying out production, in profits and division of profits, determined on the 
basis of the amounts established in accordance with the law. 


The workers councils in the enterprises are to establish the amount for each 
worker collective by which the fund for participation in profits in reduced in 
proportion to the responsibility it bears for the payment of fines and penalties; 


b) The amount representing the difference between the fines and penalties which 
has remained uncovered is supported from the enterprise's total profit, before 
determining the profit to be distributed, in accordance with the lav. 


Article 4. In order to increase the workers’ concern with identifying all the 
opportunities for increasing labor productivity beyond the plan provisions and 
for reducing the specific consumption of raw materials, materials, fuel and en- 
ergy, the fund for participation in profits is increased by a portion of the 
amounts representing the effect of applying these measures, which are found in 
profits above the plan, in the following way: 


a) Fifty percent in the first year of applying the measures to increase labor 
productivity and reduce material consumption above the plan provisions; 


b) Twenty-five percent in the second year of application if the particular mea- 
sures have the appropriate effect this year, too. 


The amounts representing the incentives as provided in paragraph | are distribut- 
ed to the worker collectives which have participated directly in increasing labor 
productivity and in reducing material consumption above the plan provisions. 


Article 5. With a view to stimulating the growth in production for export, to 
raising the level of its quality, to having superior utilization of raw mater:- 
als, materials, fuels and energy and to odtaining the highest possible foreign 
prices in this way, the fund for participation in profits is increased by a por- 
tion of the amounts representing the equivalent valwe of the currency obtained 
by the enterprises producing goods for export in lei, as a result of achieving 
higher foreign prices than those planned, in the following way: 


a) Fifty percent in the first year; 


b) Twenty-five percent in the second year if the foreign prices obtained are 
at least at the level of the previous year. 


Article 6. In order to increase the material incentives for personne! in research 
and technological engineering in working out new technologies, in obtaining pro- 
ducts with high technical~functional oatures, in continually increasise the 





competitiveness of Romanian products, in utilizing raw materials, materials, 
fuels and energy as well as in order to provide incentives for enterprise per— 
sonnel in applying the results of scieotific research in production, a portion 
of the additional profits obtained as an effect of applying these is to be for 
increased the fund for participation in profits, in the following way: 


a) Sixty percent of the additional profits in the first year of application; 


b) Thirty percent in the second year of app! ication if the particular measures 
provide that additional profits are obtained. 


Article 7. For the purpose of providing material incentives for workers to con- 
tribute with new and efficient solutions to increasing labor productivity and 
to reducing production costs through inventions and innovations, the fund for 
participation in profits is increased by an amount representing the effects of 
applying the inventions and innovations in production, in the following pro- 
portions: 


a) Fifty percent of the effects of applying the inventions and innovations in 
production in the first year of application; 


b) Twenty-five percent in the second year of application if the effect of the 
invention or innovation remains. 


Article 8. The phrase"year of application" in the sense of the provisions of 
Articles 4, 6 and 7 of this decree means the 12-month period which starts on 
the date of application of the measures provided by the particular articles in 
current production. 


Article 9. The amounts by which the fund for participation in profits is in- 
creased in accordance with the provisions in Article 4 are covered by the profits 
achieved above the plan, obtained for the unit as a whole. 


Article 10. The amounts by which the fund for participation in profits is in- 
creased in accordance with Articles 5, 6 and 7 are supported by the financial 
results of the economic units. 


Article 11. The leaders of the socialist units and worker personnel in the de- 
partments which have tasks connected with establishing the fund for participa- 
tion in profits are responsible for correct application of the provisions of 
this decree. 


The amounts representing the effect of application of the measures provided in 
Articles 4, 6 and 7 are determined by comparing the costs actually achieved with 
those planned, on the basis of figures for reducing the special consumption of 
raw materials, materials, fuels and energy, reduction in manual labor and Liqui- 
dation expenses per unit of product. In the situation where reductions or increa- 
ses in production costs occur while these measures are being applied as a result 
of change in certain prices or wages or by application of other measures, their 
effect is not taken into consideration in calculating the economic advantages. 
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l-banking organs are required te check on the way the fund for par- 
in profits is determined and established in accordance with the law. 


12. The individual amounts from which personnel in scientific research 
: bgical engineering can benefit from the fund established in accord- 
th article 6 as well as the authors of inventions and innovations from 
established in accordance with Article 7 are given independently of 
prizes or incentives from which the particular personnel can benefit and 
no ceiling. 


13. The Ministry of Labor, the Ministry of Finances and the State Plan- 
Mom@mittee are to work out methodological standards with a view to unified 
on of the provisions of this decree. 


de 14. The provisions of this decree are applied starting on 1 November 194. 


2700/54 END 
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